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THE SENTRY 
that Never Sleeps! 


Night and day, year in and year 
out, Title Insurance stands 
guard over real estate... 
assuring safe ownership to the 
purchaser, safe investment 

to the mortgagee. 


Its protection is permanent, 
never needs renewal. 


Commonwealth Land service is 
equally alert, providing promptness, 
strength and personal 

friendly attention. 


Title Insurance Since 1876... 
Assets In Excess Of $9,500,000 
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Main Office: 1510 Walnut Street, Philadelphia 2 . . . Telephone: WAinut 3-0400 


WILLIAM M. WEST . JOHN B. WALTZ ‘ LAWRENCE R. ZERFING 
Chairman of the Board President Executive Vice President 


TITLE INSURANCE IN PENNSYLVANIA, NEW JERSEY, DELAWARE, MARYLAND, MASSACHUSETTS, OHIO, WEST VIRGINIA, CONNECTICUT, FLORIDA, NEBRASKA, VIRGINIA, LOUISIANA 












CITIZENS 
MORTGAGE 
CORPORATION 
PURCHASES 
IBM 1401 


4 Long an imaginative user of IBM punched card equipment, 

to p rovide Citizens Mortgage Corporation is now taking the next logical 

- step forward. They're clearing the way for future growth with 

‘ capacity for growth the purchase of a new electronic IBM 1401 system. Logical 
°a cel i i ng on costs because, as Vice President W. W. Dwire says, ‘‘The 1401 is the 


first high-speed computer in our price range.” 


4 better customer service The 1401 has the speed and capacity to maintain automati- 


cally principal and escrow balances for over 40,000 mort- 
gages, compute interest charges for each payment, remit 
collections to the proper investors, and provide tight controls 
over all phases of the complete data processing operation. In 
addition, Citizens Mortgage Corporation's 1401 will handle all 
the accounting for over 40,000 savings accounts, and still 
provide the added capacity needed for further growth over the 
next 6 to 8 years. 














Whatever your needs—now and for the future—you'll find you 
can keep pace with growth more efficiently with IBM Balanced 
Data Processing: completely integrated systems, backed up 
by unequalled services to assist you in planning, training, and 
operating. All of IBM's data processing equipment can be 
either purchased or leased. For further information, call your 
nearest IBM financial representative, 


BALANCED DATA PROCESSING I B M 
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The first Security Title office opened in 
1920 with just 4 employees. Today, 
Security Title has over 1700 people serving 
you with policies written in 31 

California counties. 


Newest of these is the Los Angeles office 
of Security Title, formerly the Land Title 
Insurance Company. This is the world’s 
most modern title plant, complete 

with up-to-date microfilmed records, 
instantly made available to title officers 
by means of electronic systems. 


No matter what the scope of your 
operations, you can depend on Security 
Title’s experience and facilities — backed 
by the assurance of over $26 million 

in total assets. 

We invite you to specify 

Security Title —for fast, accurate, 
friendly title services. 


SECURITY 
EERE LE 


INSURANCE COMPANY 


Since 1920, 
growing to serve all California better 
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MBA CALENDAR 


May 19-20, Mortgage Servicing 
Clinic, Hotel Leamington, Minneapo- 


lis 


June 19-25, School of Mortgage 
Banking, Courses I and II, North- 
western University, Chicago. 


June 26-July 2, School of Mort- 
gage Banking, Course III, Northwest- 
ern University, Chicago. 


July 24-30, School of Mortgage 
Banking, Course I, Stanford Univer- 
sity, Stanford, California. 


July 31-August 6, School of Mort- 
gage Banking, Course II, Stanford 
University, Stanford, California. 


October 3-6, 47th Annual Conven- 
tion, Conrad Hilton Hotel, Chicago 


Also Coming in 1960 
Conference on Industrial Lending. 
Conference for Pension Fund Trus- 

tees. 
Places and times to be announced 


soon. Watch for them.) 
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IN THIS ISSUE, Victor Gruen takes a 
close look at some aspects of present-day 
developments and trends in shopping cen- 
ters. His hopeful predictions of continued 
heavy building is, curiously enough, shared 
generally whereas not too long ago that 
wasn’t the case. Frank C. Wells of Chi- 
cago, whose firm has handled the develop- 
ment of 14 big ones over the country, re- 
minds us that the automobile has now 
changed the economy and shopping habits 
of the nation completely. Selection of re- 
tail locations “has been reduced to a 
science, and the research departments of 


* top national chains can estimate an- 
ticipated volumes, sometimes within five livery tunnels and totally enclosed, air 
per cent.” Looking ahead, he sees: 

“In the relatively near future shopping 
centers will be open every night of the 
week and, where local option permits, on 
Sundays. ters, with larger stores being installed in 

“Large, attractive, and automatically 
equipped bowling alleys are doing well in 
shopping centers. 

“A successful shopping center should de- 
velop at least $12,000 of gross sales for umes in these developments should con- 
each car space. tinue to increase.” 


“Regional centers with underground de- 
conditioned and heated malls are the new- 
est trends in design and construction.” 

“Most of the large national chains’ ex- 
pansion programs are into shopping cen- 
larger centers. 

“Large department stores, well-managed 


and directed, are most vitally important 
to shopping centers, and their sales vol- 
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Your policy from American Title 
provides the most exacting safeguard 


CAPITAL. SURPLUS AND of your mortgage investment. : 
TITLE RESERVES IN EXCESS American Title is one of the nation’s 
OF FOUR AND THREE recognized leaders in the 


QUARTER MILLION DOLLARS 





title insurance industry. 


LICENSED TO WRITE TITLE INSURANCE IN Alabama, Arizona, Arkansas, Colorado, Connecticut, Delaware, Florida, Georgia, Indiana, Kansas, Kentucky, Louisiana, 
Maryland, Michigan, Minnesota, Mississippi, Missouri, Montana, Nebraska, Nevada, New York, New Jersey, New Mexico, North Carolina, North Dakota, Ohio, 
Oklahoma, South Carolina, South Dakota, Tennessee, Texas, Utah, Virginia, West Virginia, Wisconsin, Wyoming, District of Columbia, Puerto Rico and Virgin Islands. 
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Chicago Title and Trust Company 


and Subsidiary Title Companies 


ANNUAL STATEMENT 


Consolidated Balance Sheet — December 31, 1959 




















ASSETS 
Casu ON HAND AND IN BANKS $ 5,513,582 This Consolidated Balance 
_E SEc : ~ . . 
= pe om ye Sheet is published here to show 
U.S. Government obligations 7,940,240 . ial reso *k 
State and municipal bonds 18,064,032 the financial — that baci 
Other bonds 771,266 the title insurance policies of Chi- 
98 775 5* vue \ 
Et *_ cago Title and Trust Company. 
Stocks, at market value ‘ ich 
Preferred Stocks 2,804,822 Here are other evidences of Chi- 
: . 7,178,264 . ’ 
Come See — saa aes cago Title and Trust Company’s 
Bonds, at amortized cost, pledged to secure stability and strength that pro- 
trust and escrow cash balances : . : : 
U.S. Government obligations 15,974,567 vide the finest title protection you 
State and municipal bonds 4,037,086 can have for investments in real 
~_ 20,011,653 euiaine 
Total marketable securities 56,770,277 ee 
RECEIVABLES, less reserve for doubtful accounts 
($307,562) 2,529,218 , . 
OrHErR INVESTMENTS: ; 112 Years’ Experience in 
Chicago Title and Trust Building Corporation, —— : : 
common stock ($4,250,000) and note receivable safeguarding title to real estate 
($1,250,000)... . 5,500,000 ... more than a century of serv- 
Sundry loans and investments, less reserve for F 
losses ($178,298) _ 1,460,135 ice to buyers, sellers and mort- 
_6,960,135 gage lenders. 
FIXED ASSETS, at cost: 
Land 444,513 
Buildings and building improvements 1,911,058 
Furniture, fixtures and equipment 2,237,613 Title Insurance in 14 
Less— Reserves for depreciation and amortization (1,784,231) States. Title insurance policies 
7 . ce cle 
PREPAID EXPENSES 222,117 are issued on property anywhere 
I 
ritte Records anp INDEXES _ 3-285, 452 in Illinois by Chicago Title and 
Total Assets $78,089,734 “ 
a Trust Company .. . and on prop- 
LIABILITIES, R ITAL etn oe 
a - RESERVES AND CAP erty in Alabama, Arkansas, Flor- 
Cash deposits as indemnity against specific tt ida, Georgia, Indiana, Kansas, 
title insurance risks : $ 3,733,436 pte Ocekt e 2 . 
Accounts payable and accrued taxes Louisiana, Mississippi, Missouri, 
Federal income tax 1,685,721 Nebraska, Oklahoma, West Vir- 
Other taxes 197,463 a . 
Accounts payable 381,793 ginia and Wisconsin by subsid- 
__ 2,264,977 iary companies, 
Trust and escrow cash balances secured by 
pledged securities ‘ 19,590,730 
RESERVES: Pa a 
For possible losses and related expenses for Reinsurance Service. 
title, escrow and trust services 4,527,601 et. . .) 
For contingent deferred compensation 473,703 Chicago Title and Trust Compa- 
For market fluctuation of securities 7,724,770 ny furnishes reinsurance to title 
Unrealized appreciation on stocks 3,295,071 . h } he c 
16021145 companies throughout the coun- 
Munority INTERESTS IN SUBSIDIARIES ~ +§67,211 try to assure greater protection 
Capita: : for both the local company and 
Capital stock, par value $20 per share, authorized > ic or j “s > 
650,000 shares, issued 628,173 shares 12,563,560 the policyholder in cases where 
Surplus (No change during 1959) 13,646,087 the risk may be too large for a 
Undivided profits 9,849,088 local c . to : » alone 
Less— Treasury stock (2,000 shares), at cost (146,500) ocal company to assume alone. 
35,912,235 
Total Liabilities, Reserves & Capital $78,089,734 
INSUREL Chicago Title and Trust Comp 
| BY LG. LY 
CHICAGO TITLE 111 WEST WASHINGTON STREET, CHICAGO 2, ILLINOIS 
oe 
AND TRUST Regional Offices, Agents and Representatives serving every Illinois county 
7, TY 
COMPANY Title insurance in 14 states through TITLE INSURANCE CORPORATION OF ST. LOUIS, MISSOURI 
2 


and other subsidiaries ¢ Title reinsurance service on property throughout the nation 
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OURTESY 


Your transactions are undertaken in an atmosphere 
of sincere appreciation for your individual 

needs when you call on us for title insurance. 
That is the experience of many top mortgage lenders 
who welcome the friendly, personal interest 


evident at Louisville Title. 


TITLE 
INSURANCE 
COMPANY 


LOUISVILLE ( 





LOUISVILLE TITLE 
Prswtamce Company. 


HOME OFFICE * 223 S. FIFTH STREET ° LOUISVILLE, KENTUCKY 
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Two oldest banks 
in the West 


now one bank 


American Trust Company and Wells Fargo Bank have joined forces 
to better serve rapidly growing Northern California. As two banks, 
we have shared a heritage of history, an ideal of service that have 
made us natural partners since the feverish 1850’s. Now, to this com- 
mon philosophy, we add the combined skill of our well-trained staffs, 
the pooling of specialized experience, a substantial expansion of deposits 
and capital. On this sound foundation, our bank is in a strong position 
to meet the needs of all customers. Today, as Wells Fargo Bank 


American Trust Company, we welcome the challenge of the years ahead. 


HEAD OFFICE: SAN FRANCISCO 


Resources in excess of $2,400,000,000 Capital Funds $165,000,000 








WELLS FARGO 
BANK 


AMERICAN 
TRUST 








MEMBER FEDERAL OEPOSIT INSURANCE CORPORATION 
MEMBER FEDERAL RESERVE SYSTEM 




















Business is better, the mortgage business that is, not general 





business. Money is easier, more funds available for mortgages. It's 
nothing sensational, improvement has been slight, and it’s more pro- 
nounced in some areas than in others. Instead of improvement, it might 
be termed more a halt in the increasingly tight money market. That was 
the consensus as one got it at MBA's Eastern Mortgage Conference, always 
a pretty good barometer of investor preferences and thinking at mid-year. 


But it’s still tight money. Day-to-day indicators, such as rates 
for government financing, rise and fall. Trying to find a definite trend 
is still hazardous but, most would agree, the sharp climb upward in 
rates and the shrinking supply of investment capital probably has been 
reached for the time being. Spotty is the word in many areas of credit 
as indeed it is for mortgage bankers, many of whom see little or no 
evidence of a change while others seem almost optimistic. One thing is 
sure: industry hasn't made the demands on the capital markets so far in 
1960 that the year-end forecasts were positive would be the case. 





The changing times: Two new FHA programs have been kicked off. 
First application for a nursing home is in the works and the first 
profit-motivated elderly housing project is on its way for mortgage 
financing . .. Fanny May's new financing program with short-term notes 
maturing at times set by the buyers, is first time any federal agency 
has ever used this device. Offered at discount, difference between pur- 
chase price and amount received when redeemed sets the yield—thus 
investors pick their own maturity dates . .. Still little—indeed almost 
no—pressure for a VA extension. . . High land and development costs 
grab the spotlight as never in the past, the realization finally matur- 
ing that here is a problem of enormous proportions. President Bass, at 
New York Conference, told how his travels over the country had emphasized 
the problem for him as never before . . . Prospects for a central mort- 
gage bank of some kind never seemed brighter—based solely on amount 
of discussion and support. And even before first steps are taken, some 
realtors are even thinking of ways and means for a program of inter- 
national mortgage financing . . . Could some broad action be coming to 
regulate S & L dividend rates? . . . FHLBB's move to increase liquidity 
requirements to 7 per cent not particularly significant—but one of 
the principal architects of the System recently said "There is a crying 
need for a careful study of the liquidity question in light of present 
day conditions. Some of us feel strongly that modern associations should 
not have more than 80 per cent of their resources in long term mortgage 
loans. In fact, a minimum of 15 per cent liquidity should be the rule 
rather than the exception.” Incidentally, the savings and loans tripled 
their assets in seven years, the FS&L Insurance Corp. 1959 report shows. 
Assets for the nation's 6,230 S & L's rose from more than $53 billion in 
1958 to $63 billion in 1959. 
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“ Now you can get fast, dependable ‘ 
/ Title Service in 30 California Counties with just‘ 



















Over 92% of California property owners can now have their property 
rights protected by Title Insurance and Trust Company, its subsidiaries 
and affiliate companies. Now when you want title service in any of the 
30 counties served by Title Insurance, its branches, subsidiaries or 
affiliate companies, simply call the title company in your county and 
place your order. The experienced title specialist there will handle 
the whole transaction for you...get it started faster, closed sooner. 
Take advantage of this new, faster, streamlined service. 

It’s provided at no extra cost by T.I.—the world’s largest title 
company, serving California property owners for over 65 years. 
TITLE INSURANCE AND TRUST COMPANY...serving Inyo, Kern, Los Angeles, 
Mono, Orange, San Luis Obispo, Santa Barbara, Tulare and Ventura counties. 
CALIFORNIA PACIFIC TITLE INSURANCE COMPANY DIVISION ...serving Alameda, 
Contra Costa, Fresno, Marin, Monterey (Monterey County Title Company), 
Sacramento, San Francisco, San Joaquin, San Mateo, Santa Clara, 

Santa Cruz, Sonoma (Sonoma County Land Title Company) counties. 
PIONEER TITLE INSURANCE COMPANY. ..serving Imperial, Riverside and 
San Bernardino counties. 


UNION TITLE INSURANCE COMPANY...serving San Diego county. 
AFFILIATE COMPANIES... Northern California Title Company serving 
Calaveras county, Glenn county and Tehama county; Mid-Valley Title 


and Escrow Company serving Butte county; North Valley 
Title and Escrow Company serving Shasta county. 


Title Insurance Q@, anc Trust Company 


Assets over $75,000,000 


433 SOUTH SPRING STREET, LOS ANGELES 54+ MAdison 6-2411 


Title Insurance and Trust Company operates through branches, affiliates and subsidiaries in 30 California counties, and 
through other subsidiary companies, offers complete title service throughout the states of Nevada, Oregon and Washington. 
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Reflections 


of the World Today in Capsule Comments 





A FIELD TO CULTIVATE 


Looking at the prospects for pen- 


sion fund purchases of mortgages, 
Bookstaver, controller, In- 
ternational Ladies Garment Workers 
Union (which already has bought 
about $100,000,000 of loans covering 


nearly 8900 housing units 


Alexande? 


says: 


“I feel that we have done ex- 


tremely well in the short time we 


have made a portion ot our reserves 
available to the mortgage investment 
field 


make some portion of their reserves 


I am sure that other funds will 


available if properly informed of what 


can be done in this area.” 


A HOPEFUL VIEW 


Low King al the 
prospects, 7 
Anderson say 


vene ral econom 


reasury Secretar) Robert 


“This year promises to be the most 


history, with total 


prosperous Im oul 


LAND TITLE 


SERVICE 
COVERS 


OHIO 





Re. 





ALLIANCE - CHARDON - CINCINNAT! - COLUMBUS - DAYTON - 
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output of the nation exceeding a half 
trillion dollars for the first time. But 
perhaps even more significant is the 
fact that prospects are better today for 
a long period of healthy, rewarding 
and non-inflationary growth than they 
have been at any time in the past two 


decades.” 


. 
RE: RAINS 
Regarding the Rains bill, opinions 


are varied, conflicting. Says House 
Republican Leader Charles Halleck of 
Indiana, 

“It would simply hand out the tax- 
payers’ money to buy votes for the 
next election, I call it ‘political pay- 
ola.’ ” 

Says Congressman Albert Rains: 


“We are not in good shape in 


housing—not at all.” 

Says HHFA Administrator Norman 
P. Mason 

“We believe that the enactment of 
legislation at the time 


this present 





ELYRIA - JEFFERSON - MEDINA - PAINESVILLE - RAVENNA - YOUNGSTOWN 


would lead to housing cost increases. 
I firmly believe that this legislation is 
not desirable, particularly so at this 
time when the housing and overall 
economic situation is entirely different 
from that prevailing in the spring of 
1958...” 
° 


THINGS LOOK BETTER 
Looking at mortgages and what's 
ahead, James J. O’ Leary, Director of 


Economic Research, Life Insurance 
Association of America, says: 


“I believe that due to the pressures 
of demand for funds, interest rates 
generally will remain firm at around 
present levels. I do not expect that 
rates will show much further tendency 
to rise, and, indeed, if we continue 
to combat inflation successfully they 
seem certain to stabilize at present 
levels. So far as the residential mort- 
gage market is concerned, it seems 
likely that mortgage money will be 
more readily available this year than 
anticipated at the end of last year, but 
it does not seem likely that mortgage 
rates will show any decline because 
the available funds will be readily ab- 
sorbed.” 

_ 


NEW LOOK FOR MONEY 


Looking at housing, National As- 
sociation of Home Builders President 
Martin ]. Bartling, Jr. says: 


“A volume of 16 million 
16 million 


I repeat 


new housing units may 


57 Years Experience in Ohio Titles 


LAND TITLE 


GUARANTEE ..zTRUST CO. 


fs 


LANDY TLE) 









well be the minimum requirement for 
the 1960's. Repeat the word mini- 
mum because our thinking must be 
attuned to the changes in prospect. 
A home building industry based on 
the growth factors of the past will not 
be a successful competitor for the 
consumer dollar of the Sixties. 

“One of the improvements that is 
needed—if the home building 
industry is to meet the challenge of 
change in the Sixties—lies in the field 
of monetary policy, particularly as it 
affects mortgage financing. It is our 
hope that our monetary system will be 


sorely 


subjected to serious re-examination 
and study. We feel, and I think with 
ample justification in looking back on 
Fifties, there are major defects 
the 
mortgage 


the 


in this system as it relates to 


growing importance of 
credit in our economic life 


“Trt 


eral housing 


is our belief, too that our fed- 
policies and institutions 
are deserving of a new look and a new 
approach. Home builders are strongly 
of the opinion that housing should 
have a voice at the cabinet level of 
our Government. 


“Do not think of housing in terms of 


SERVING THE CALIFORNIA 






erat 





a builder and a house. Think of hous- 
ing in the broad context of all of the 
economic and social forces it encom- 
passes—shelter for a growing popu- 
lation, a fountainhead of industrial 
activity and employment throughout 
the entire and a tremen- 
dously influential factor in the pat- 
tern which we proudly call the Ameri- 


economy, 


can way of life.” 


HOUSING, LONG TERM 


Sen. John Sparkman, in announc- 
ing that he would introduce a bill to 
require the President to outline a 
housing program with a specific num- 
ber of starts as an annual goal, 1s 
looking ahead to placing housing on 
a decade-basis rather than year-to- 
year: 

“T feel that if a housing goal is set 
forth each year, not only will there be 
a general plan which we can attempt 
to fulfill, but there will be 
outline for the federal government to 
follow in assisting private industry to 


also an 


meet the housing needs of this nation. 
I am hopeful that before the adjourn- 
the first the 87th 


ment of session of 


will have been 


insure 


legislation 
enacted which will 
quate and stable supply of housing 
credits thruout the next decade.” 


Congress, 


an ade- 


a 
FADING POSSIBILITY 


While the prospects for lifting the 
44 per cent government bond ceiling 
crow dimmer, Sen. Prescott Bush of 
Connecticut keeps up the fight: 

“There simply is not any significant 
demand for long-term Treasury bonds 
at interest rates of 444 cent o1 
below. I call upon Senator Douglas 
and his associates to refrain from fur- 
ther speculation with the government’s 
credit, to face up to the central issue, 
and to return the authority over debt 
management to the Secretary of the 
the responsibility 


‘. 
rest. 


per 


Treasury where 


should and does 


If the Federal government were to 
confiscate all taxable 
$10,000 a year, says Tax Foundation, 
the additional amount raised would 
be only about $4 billion, less than 
proposed spending this fiscal year for 


farm price supports. 


income over 


INTERESTS OF THE NATION’S LEADING INVESTORS... 


LIABILITIES & CAPITAL 


Da Oh December 31, 1999 


+ 
ASSETS na oh Decomntone Sh = ots Payacie BNO0.99 
re WV SHO.N9 
200.0 ores PH® 
om al nen crksshOns Payaddte (in wstainents) 168.7900.09 
Ban . Taxes Payane 2B.1900.00 
nd 1 A \ncome Taxes . 
Cash 08 rand 2 e ove 1080 220. geoet™ eniiine 2.836 ,190.00 
Accounts i) esorom , \ente $06 900.99 
" 3.200% pan en 
v AS : ® “ Rgarnst First Trust Deeds in nr 
VAS IMM Loe nest aS 13.75 
? 
Charees ae 13.903. 3WM saph SKOOK and Retained Earnings 986 088 
cau Haid WTS pas WATE ATONE 


oth 


OF CONDYTION 
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MEMOS RE:MORTGAGES AND MONEY 


NEW PATTERN 
OF SAVINGS 


As weary have become 
to the 


decline in savings habits of the 


as we May 
arguments about the 
Ameri- 


fact remains that expan- 


listening 


can people, 


sion of debt with the accompanying 
decline of thrift is creating one of the 
greatest problems of the day—and 


for no industry more importantly than 
field 


American 


the mortgage 
The 


added only 62 cents to their 


people last yea 
accumu- 
lated long-term savings for every dol- 
lar of the 


sonal borrowing 


net increase in their per- 


Che 1959 relationship represents an 


abrupt about-face from the previous 


year when the people’s “nest egg” in 
accumulated long-term 
by $1.38 for every dollar of personal 
debt that 

likewise from 1957 when the 
$1.12 in 
dollar of debt expansion. In fact, the 


Sa\ ings grew 


increase during year, and 
ratio was 
increased savings for each 
relationship last year was the most un- 
favorable with respect to savings since 
1950 affected by the 
carryover of wartime consumer goods 
shortages plus the onset of the Korean 
conflict 

A big factor 


velopment was a sharp reversal in the 


when it was 


behind last year’s de- 


growth trend of accumulated long- 








DEWBERRY TOL 


BIRMINGHAM ALABAMA 
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term individual savings since the mid- 
Fifties. Combined with this was the 
establishment of a new record in per- 
sonal borrowing, with the more tradi- 
tional types of debt incurred to buy 
cars and other goods swelled 
“Buy Now, 


homes, 
by the rising prevalence of 
Pay Later” plans. 

It is true, of course, that the Ameri- 
can people have other large financial 
resources, such as increasing equities 
in homes, ow nership of securities, and 
holdings of currency, plus the growing 
assets of pension and retirement plans. 
And it is a that individuals 
last buvers of high- 
vielding much of this 
at the expense of savings accounts. 


fact, too, 


year were large 


Treasury notes, 


Nonetheless, the 50 per cent jump 
in the expansion of personal debt in 
1959 over the growth in 1958 is caus- 
ing concern. Equally disturbing is the 
reduced savings, particu- 
larly so with respect to the vital area 


growth in 









of capital formation, in which per- 
sonal savings and the people’s thrift 
institutions play such a fundamental 
role in promoting economic growth. 

The figures show that personal debt 
crossed the $200 billion mark for the 
first time in 1959, rising to an esti- 
mated $211.8 billion at the end of 
the year for an increase of $21.1 bil- 
lion over the year before. This in- 
crease $7.4 billion more than 
the rise in 1958, and topped the pre- 
vious record annual debt expansion 
of just over $20 billion in 1955. The 
debt figures comprise mortgages on 
one-to-four family nonfarm homes, 
consumer credit, life insurance policy 
loans, and farm mortgage and non- 
real estate debt. 

At the same time, total accumu- 
lated long-term savings of individuals 
grew by just over $13 billion in 1959 
to reach an estimated $294.4 billion at 
end. Last increase 


was 


the vear year’s 


FIRST 
DETROIT 


AND 


MICHIGAN 
TITLE INSURANCE 


TITLE INSURANCE on both Owner’s and Mort- 
gagee’s Policies anywhere in Michigan. Prompt 
and dependable service from Michigan's Oldest 
Title Insurance Company. 


ABSTRACTS and TAX reports on real property in 
metropolitan Detroit. We act as ESCROW Agents 
in all matters involving real estate transactions. 





ABSTRACT & TITLE GUARANTY CO. 


735 GRISWOLD - 


DETROIT 26, MICHIGAN 





compared with a rise of just under 
$19 billion in these savings in 1958, 
and represents one of the smallest an- 
nual gains in several years. These sav- 
ings consist of savings accumulated 
behind life insurance policies, ac- 
counts in savings and loan associa- 
tions, time deposits in commercial and 
mutual savings banks and in Postal 
Savings, accounts in credit unions, 
and redemption value of U. S. Savings 
Bonds held by individuals. 

A breakdown of the savings figures 
shows that savings in life insurance 
increased $4.4 billion in 1959, vir- 
tually the same as the year before. 
The net growth in savings and loan 
associations was $6.6 billion for the 
year, up a half billion over the year 
before while credit unions showed an 
increase of about $100 million over 
the half billion growth in 1958. How- 
ever, savings deposits in mutual sav- 
ings banks showed a net increase of 
only $900 million last year as com- 
pared with $2.3 billion in 1958, and 
the comparable figures for time de- 
posits in commercial banks were $2.7 
billion as compared with $6.3 billion. 
Redemption value of U. S. Savings 
Bonds held by individuals declined 
by $1.9 billion during 1959, nearly 
four times the drop in the year before. 

Home mortgages paced the growth 
in personal debt last year. Preliminary 
figures place the mortgage debt on 
one-to-four family nonfarm homes at 
the end of 1959 at just over $131 bil- 
lion, a rise of $13" billion over the 
year before and a billion dollars 
creater than the previous annual rec- 
ord set in 1955. Housing starts in 1959 
were about the same as 1955, but the 
mortgage borrowing total was boosted 
by the inflation of home construction 
costs in recent years. the growth in 
demand for larger homes, and the 
trend toward smaller down payments. 

Consumer credit was the other big 


DIRECTORY OF AMERICAN 





SAVINGS & LOAN ASSOCIATIONS 


1960-1961 EDITION 


The established investors’ encyclopedia. First complete 
directory of all Savings and Loan Associations in all 
) states and D. C. Over 6,300 entries. Listings al 
phabetically by State and City, name of Association, 
location, key officials, assets. memberships in Federal 
agencies. 272 page cloth bound volume. $25 postpaid 
19% cash discount. Sample listings on request 


T. K. SANDERSON ORGANIZATION 
Directory Publishers 
200 E. 25th:St. Annex Baltimore 18, Md. 


>» RE: FHA: As of January 1, 1960, 
three-fifths of all new FHA homes 
sold are in the moderate-price range 
—$11,900 to $18,400; one-fifth are 
lower in price, and one-fifth are higher 
. . . FHA has distributed more than 
$100 million in the form of par- 
ticipation payments from the earnings 
mortgage insurance 


personal debt booster last year, with 
a net rise of just under $6 billion 
to bring the total to a new high esti- 
mated at $52 billion at the year-end. 
The only year to show a gain this 
large was 1955. Then the big factor 
was a boom automobile sales year, 
but the recent proliferation of revolv- 
ing credit programs and other in- of its 
dividual borrowing plans throughout 
the range of consumer expenditure 
has become a more significant in- 
fluence. 


mutual 


fund. The recipients are home owners 
who have paid off their mortgages . . . 
FHA now insures mortgages on quali- 
fied private nursing homes... . 
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CHANGES IN 
U.S. GROWTH 


I he 


population as between cities and their 


great shift in the American 
environs, one of the great social and 
economic developments on the na- 
tional scene in the present generation, 
has been picking up momentum and 
broadening out in recent years, ac- 
cording to data compiled by the bu- 
reau of the census 

Outstanding in this trend has been 
a record population growth in areas 
beyond the suburban fringe, long 
classified as rural nonfarm. This has 
been happening all over the country, 
both in and out of metropolitan areas, 
and is rapidly converting what were 
“wide open” spaces into com- 
all the character- 


urban 


once 
munities that have 
modern 


istics and facilities of 


living. The population growth in 
this rural nonfarm areas was twice 
that of the nation’s cities combined 


in the past decade 
The census bureau reports that 
younger families have been spearhead- 


} 


ing this migration. As a result, youth 


has been becoming an _ increasing 
characteristic of the residents of rural 
nonfarm areas 

Che figures show, for example, that 
the number of children under 10 in- 
creased by 85 per cent in rural non- 
farm areas in the Fifties as against a 
25 per cent gain in urban areas and a 
For the 10 to 19 


age group, the gain in the rural non- 


decline on farms 
farm areas was 80 per cent compared 
with 31 per cent in urban areas and 
In fact, all 
age groups showed a markedly greatet 


another decline on farms 


rural nonfarm areas in the 


1950-59 period 


gain in 
than elsewhere, in- 
cluding those 65 and over. 

Another highlight of the shift in 
the last decade was that the popula- 
tion in the suburban and outlying sec- 
the 168 
metropolitan areas has grown to equal 
that of the central cities for the first 


tions of nation’s standard 


April of 1959, up 24.1 million or 16.1 
per cent. Going behind the overall 
figures, here is how the population 
changes break down: 

The central cities of the metropoli- 
tan areas gained only about 800,000 
or 1.5 per cent, their population rising 
from 49.1 million in 1950 to 49.9 mil- 
lion in 1959. 

Other U. S. had a 
population of 55.1 million last April 
16.8 million in 1950, up 8.3 
million or 18 per cent. 

As against this rise of 9 million or 
somewhat per cent for the 
country’s total urban population, rural 
gain of 18.3 
million or 64 per cent, increasing 
from 28.7 million to 47 million and 
scoring three-fourths of the total civil- 
ian population gain in the Fifties. 

The farm population con- 
tinued its long-term decline, falling 
from 25 million to 21.7 million, down 
3.3 million or 13 per cent. 


urban areas 


versus 


over 9 


nonfarm areas had a 


rural 


>» FROM FHA’s RECORDS — The 
typical FHA buyer of a new home 
last year was able to pay a little more 
for his home than in previous years 
because of the lower down payments 
authorized by Congress in 1958. His 
monthly mortgage payment and es- 
timated monthly housing expense 
were consequently a little higher, but 
of $109 in his annual 
than the dif- 


an increase 
income more covered 
ference. 

Increasing difficulty in finding suit- 
able site for home building operations, 
and rising land prices caused the 
market price of the average site to 
rise from $2,223 in 1958 to $2,362 
in 1959, accounting for 16.1 per cent 
of over-all property value compared 
to 15.4 per cent in 1958. 

Typical new-home buyer had an 
income of $6,912. His home was val- 
ued by FHA at $14,329 (compared to 
$14,207 in 1958), and he financed it 

(Continued on page 47) 
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time. Each had about 50 million 
population in April of last year, but HOSPITALS * CHURCHES ™ SCHOOLS 
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“Easy money is Aladdin's i 

—LORD BYRON 4 { 

IKE the good jinni who came to Aladdin’s service when 
iL the rubbed the magic lamp, the banker’s dollars 
have been the good genius which has helped to finance the 
more than thirteen million owner-occupied homes in these 
United States. 

But prudence, not magic, is the banker’s guiding 
light in financing these projects. In the practical protection 
of his investment, such factors as the status of the title 
are never overlooked. For this security, bankers agree, 


there’s no better protection than a TG title policy. 


THE TITLE GUARANTEE 
4 COMPANY 


CHARTERED IN NEW YORK STATE IN 1883 
HEAD OFFICE... 176 BROADWAY, NEW YORK 38, N. Y., WOrth 4-1000 


Title Insurance throughout the states of New York, New Jersey, Connecticut, 
Massachusetts, Maine, New Hampshire, Vermont, Georgia 
and other states through qualified insurers 
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TOTAL 
INSURANCE 


From the placement 

of the order to the 
issuing of the policy— 
and, beyond that, to 
the prompt settlement 
of claims— 

Lawyers Title offers 
complete title service. 





Be 


ze 
vay 
: 


Through experience, 
Lawyers Title has 
accumulated a thorough 
understanding of local 
problems—and the 
know-how to 

cope with them. 


That's why 

Lawyers Title is called 
"The national title 
insurer with the 

local concept.* 


For a unique experience! 
in Total Title Service, 
turn your transactions 


lawyers [itle Ins 


Home Office - Richmond Virginia 


CAPITAL, SURPLUS AND RESERVES OVER $21,000,000 


LAWYERS TITLE SERVICE AVAILABLE IN 44 STATES, 
INCLUDING HAWAII; AND IN THE DISTRICT OF 
COLUMBIA, PUERTO RICO AND CANADA. NATIONAL 
TITLE DIVISION OFFICES: CHICAGO * DALLAS * 
DETROIT * NEW YORK. REPRESENTED BY LOCAL 
TITLE COMPANIES IN MORE THAN 275 OTHER CITIES. 
THOUSANDS OF APPROVED ATTORNEYS 

LOCATED THROUGHOUT THE OPERATING TERRITORY. 
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“Mortgage Banker 


Problems In Mortgages 
To Meet and Solve 


lf mortgage banking had no problems it would indeed be unique among 


industries. But, as Mr. Traynor points out, when a problem is recognized for 


what it is, it can become a challenge, a challenge to be met and turned 


to advantage. Here Mr. Traynor, as an investor, is speaking frankly to 


mortgage originators, looking ahead to the future, spelling out some 


of the problems we may face and suggesting the solutions. At first glance, 
what he has to say might seem a bit on the pessimistic side as he himself 


says, but actually it is just the other way around. He gives facts, and cites 


conditions we all recognize, as, for instance, why we cannot expect 


another tremendous upsurge of residential lending such as we had in recent 
years. It all adds up to about this: whatever is ahead in the future can be 
met and solved satisfactorily and whatever is worthwhile is worth fighting for. 


HEN A FRIEND of mine reads 

a mystery story, he always starts 
with the last chapter, then proceeds 
with the story and picks it apart as the 
solution unwinds to his satisfaction or 
utter disgust. I am going to take a 
page from his book and give a con- 
clusion first—and let you pick apart 
my reasoning as 
I develop it. 

This conclusion, 
simply stated, is 
that unless trends 
are reversed in the 
next years, 
single family resi- 
dential lending on 
the part of na- 
tional insurance 
companies will be 
seriously curtailed by several, if not 
all, of them, despite the fact that it 
is perhaps the safest of all mortgage 
loans with a very high degree of di- 
versification. 

I think there is a general aware- 


few 





John Traynor 


ness of the sensitive forces that are 
at work which could well affect the 
future of the mortgage banker. It is 
not my intention to alarm. Never- 
theless, I do believe it is incumbent 
upon those in responsible positions 
whose decisions, to some extent at 
least, affect your destiny, to speak out. 
It would be unrealistic to ignore the 
existence of these forces—even more 
so, downright foolhardy. 

Before going further, let us take a 
brief look in the rear view mirror. I 
have been associated with real estate 
and mortgages for some thirty years. I 
had the unpleasant and unpopular 
task of liquidating some fifteen or 
more mortgage companies for the 
State of New York. Without fear of 
contradiction I say that unless you 


By JOHN P. TRAYNOR 


Vice President for Mortgage Invest- 
ment, the Mutual Life Insurance 


Company of New York 


lived through the thirties in this busi- 
ness, you have not yet faced any real 
basic problems. To you who came into 
the mortgage business in the middle 
forties, I say you have been on a con- 
tinual honeymoon. You have had your 
jolts and your tiffs—but no real hard 
raps. It could be that you have grown 
soft. And we investors, on the other 
side of the desk, have grown soft 
with you. 

To a certain extent—and quite 
justifiably so, considering the period— 
since the middle forties the mortgage 
portfolios of many insurance com- 
panies have grown like Topsy. Con- 
currently, mortgage companies sprang 
up almost overnight; growth was auto- 
matic, so automatic, in fact, that we 
may have lost sight of one of the main 
contributing causes that facilitated the 
entry of insurance companies into the 
residential loan field in volume, a 
cause that has all but run its course 
and one that is not apt to be re- 
peated in our lifetime. I am referring 
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specifically to what is known in the 


trade as “roll overs’’—the selling of 
low-yielding investments and reinvest- 
ing the proceeds in higher yielding 
securities, including mortgages 
Consider just how important one 
single phase of “roll over” was to the 
mortgage industry. On December 31, 
1945, 49 insurance companies com- 
prising the per 


cent of the total assets of all insurance 


holders of about 91 


companies in the United States had, 
roughly, $5 billion in urban mortgage 
cent of total 
$41. bil- 


the same date these com- 


loans, or about 12 per 


assets amounting to almost 


As ol 


panies held over $19 billion of gov- 


lion 


ernment bonds representing over 46 
per cent of total assets. At the end of 
last year, for these same companies, it 
is estimated that 
had dropped to about $5.7 billion, or 
totaling 


this 


government bonds 


cent ol 
$96 


period, urban mortgages increased to 


9.9 per assets now 


close to billion. During 
$29.6 billion, or about 31 per cent of 
total assets. It goes without saving that 
this increase in the mortgage portfolio 
of almost $25 billion in 14 years was 
made possible only by the “roll over” 
of government bonds and other low- 
yielding securities. Indeed, with these 
figures in mind, is there any wonder I 
that the may be 


warn honeymoon 


over! 
We are living in the 
the 


That is past. 


present, looking toward future. 
About 70 per cent of all mortgages 
held by life companies are residential 
loans. This, plus other figures avail- 
able, would indicate that single fam- 
ily, non-farm loans would approxi- 
mate 60 to 65 per cent of total 
mortgage holdings by life companies. 
Can we doubt then that your future, 
our future, may be vitally affected by 
the course of single family lending in 


the years ahead? 


What 


loans as 


Let us consult the crystal ball 
are the 
they 
me, their future is shrouded in doubt. 
The 


costly loan to service because the av- 


prospects for these 


concern national lenders? To 


residential loan is relatively a 
erage is well below $15,000 and loan 
payments are on a monthly basis. Gen- 
erally, fee charged by 
the correspondent is one-half of | per 
cent on the declining balance of the 
loan. While this produces, and rightly 
so, a fair profit to the local mortgage 


the servicing 


man, it is by no means an unreason- 
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able fee. Nevertheless, it is this fee, 
plus the investor’s own internal costs, 
that sharply cut the net rate to the 
company. For example, a 6 per cent 
gross rate produces about 5.35 per 
one-half of 1 
per 
internal costs. It is this cost factor of 
65 basis points that accounts for the 
the Securities 
Department in Mutual at 
currently enjoys over the Mortgage 


cent to our company 


per cent servicing and .15 cent 


advantage Investment 


least 


Department. While security gross 


rates may not even be as great, its 


internal cost is small—again with us 


about five basis points. 

Competitively, this cost of servicing 
single family loans should be taken up 
by a much higher gross rate, but here 
national lenders find themselves com- 
Few 


an or will handle large loans, 


per” with local funds. local 
lenu. 
but each one is active in the market 
Most of these 


local lenders are self-servicing. They 
save this servicing fee although thei 


for residential loans. 


internal costs must be substantially 
higher. 

This is the competition that must 
be faced if national lenders expect to 


stay in the residential market. 


It should 
surprise that over the years insurance 


not come as any great 
companies, either by choice or neces- 
sity, have been taking less and less of 


the total home market. 

In 1950, life insurance companies 
acquired about 17 per the 
total residential loans, by 1958 they 


cent of 


were acquiring about |1 per cent. Life 
companies as a group, then, have de- 
creased percentage-wise their annual 
acquisition of residential loans in the 
Savings and loan 
banks, and 
savings banks all show substantial in- 


last several years. 
associations, commercial 
creases. 

It would seem fair to predict that 
this trend of the last decade will con- 
tinue unless the saving habit of the 
In a 
report prepared by our Research De- 
partment it was pointed out that in- 
stitutional savings have shown rapid 
growth. From 1950, annual savings 
increased from $8.2 billion to $25.7 
billion in 1958. But here is the sad 
story for you who represent, prima- 
rily, 1950 
the life insurance industry’s share of 
the 


country is changed drastically. 


insurance companies. In 


increase was 51 per cent, or, out 





of the $8.2 billion increase, its share 
was $4.2 billion; by 1958 the insur- 
ance companies’ share of the annual 
increase in asset growth was only 22 


per cent. Over these nine years the 
annual increase in growth for life in- 
surance companies was only 36 pet 
cent, against a 229 per cent increase 
for mutual savings banks, 211 per 
cent for pension funds, and 300 per 
cent for savings and loans. 

The projection of the number of 
households to be formed from 1960 
to 1970 varies as much as 40 per cent, 
depending on whose projections and 
However, the 
implications seem clear. The most 
urgent needs for housing have been 
met, and market demands are likely 
to be much less pressing in the years 
immediately ahead. This should, and 
probably does, mean that demand for 
residential lending may not strain lo- 
cal facilities in the 
country and that, consequently, resi- 


assumptions are used. 


many areas of 
dential interest rates will be affected 
by local rather than national factors. 
As I pointed out, it is the local sav- 
ings institutions that are showing pres- 
ently the greatest growth factor. 

Conversely, these studies indicate a 
high level of industrial demand. When 
coupled with the relatively poor show- 
ing of growth of insurance companies 
over the past several years in asset 
growth, one must come to the con- 
clusion that there will be no “surplus 
funds” problem with these companies 
in the foreseeable future which would 
cause them to seek loans at any ma- 
terial sacrifice of yield. To put it an- 
other way, local facets may hold resi- 
dential rates substantially below the 
net yields of other types of invest- 
ments available to insurance compa- 
nies. This, in turn, due to the em- 
phasis being placed on yield and net 
insurance costs to their policyholders, 
may result in these companies placing 
more and more reliance on security 
investments and on commercial mort- 
gage loans. 

Perhaps this is the appropriate time 
to bring out the well worn cliche- 
“that, historically, mortgage rates are 
higher than security rates.” In the 
past, I have been as guilty as the next 
one. But let’s face facts. For the last 
few years, on our residential loans, we 
at our company have had a hard time 
staying within 25 basis points of the 
net yield of our Securities Investment 





Department. Actually, there has been 
a rather wide fluctuation of spreads 
that has been hard to rationalize, but 
the problem is constantly before us. 
It is magnified when we consider that 
a net spread adverse to mortgages of 
only 25 basis points would cost the 
company close to $250,000 a year in 
interest income on a $100 million in- 
vestment in this type of security, or, 
over the average life of the invest- 
ment, probably $2 million or better. 

Is it any wonder that insurance 
company mortgage officers can be said 
to be on the spot? Maybe security 
rates are not the “flash in the pan” 
we so confidently predicted a few 
years back. Maybe with Uncle Sam 
paying 52 per cent of the interest 
charges corporate borrowing has en- 
tered into a new phase. Yes, times 
have changed. The dollar used to be 
worth a dollar, a man’s buying power 
was measured by the cash in his 
pocket, not by the number of credit 
cards he carried. Maybe we'll turn 
back the clock, but I doubt it. 

This is no time to be an ostrich. 
So let’s take a look at other 
problems and competitive challenges 
which exist. By now one may have 
thought that I was not going to men- 
tion either mortgage servicing or serv- 
But I am. High sounding 
hide trends that 
could have serious consequences. The 
first is the trend to direct servicing, 
either going all the way or part way; 
particularly is the latter showing up 
in commercial The other is 
lower servicing fees. 


some 


icing fees. 


words cannot two 


loans. 


Imagine, if you will, some efficiency 
expert looking down his nose and say- 
ing, “Couldn’t we save a lot of money 
by direct servicing?” Take our own 
situation: We have, roughly, 80,000 
mortgages and we pay close to $3.2 
million in servicing fees a year. It 
would be hard to argue that it would 
cost over $20 a loan to service these 
mortgages. So the efficiency expert en- 
visions a $1.6 million annual saving. 
But is he right?—at best only partly 
so, and then only if Newton’s law of 
gravity is invalid. Nevertheless, it is 
a problem I think you will face in the 
sixties. 

As to servicing fees, during the 
course of a year I examine many bal- 
ance sheets, and it is my observation 
that relatively few correspondents 
would show a profit if servicing fees 


were cut to any appreciable extent. 
It is my honest conviction that inves- 
tors cannot afford to sap the strength 
of their mortgage originators by de- 
nying them a reasonable profit on 
their servicing accounts. Most of us 
need a strong and vibrant group of 
correspondents. We need them to act 
as our alter ego, to supply us a steady 


>» Don’t overlook the possibility of 
mergers, mergers of similar organiza- 
tions or with a complementary organ- 
ization such as a real estate firm. 
Strength and stability of management 
is becoming more important all the 
time. Consider extending the 
scope of your own organization if it 
is limited today. 


also 


This changing world . . . new times, new condi- 

tions, nothing stands still. To follow the Traynor 
blueprint for tomorrow, be alert. Develop com- 
mercial loans. Don’t overlook the possibility of 
mergers, to expand and round out facilities with com- 
plementary kinds of business. Be prepared to warehouse 
your own loans. FNMA is here to stay—you must do 
business with it. New ways, new methods of reaching 
industrial investors seem coming. Mortgage and 
foreclosure laws must be modernized. Fighting 
inflation is everyone’s job—certainly the mort- 

gage man’s. The artificially frozen FHA rates 


must go. 


flow of mortgages, and we will need 
them most of all when 
tough—and they will. 


Regardless of how I may feel, do 
not take much comfort in my 
words. Be vigilant, constantly try to 
improve your services and at the same 
time keep a tight control over your 
operations. Perhaps there are better 
and even less expensive ways of doing 
things; maybe we should have a dif- 
ferent base for calculating servicing 
fees. All I want to emphasize is that 
net yield to the investor is, and is 
going to remain, the key problem to 


times get 


too 


solve. 


Getting back to the main problem, 
residential lending, what are the pos- 
sible hedges against the time when 
insurance companies may greatly cur- 
tail this type of loan? I have no new 
solutions, no cure-all for the ills of the 
business, but I do have certain recom- 
mendations to make. Some of them 
are as follows: 

>» First and foremost to those of 
you who are in areas where commer- 
cial mortgage loans are available, I 
say work hard on them. I know that 
the going at first will be discouraging, 
but eventually the results will be 
measured by the effort you put into 
the job. Above all, don’t send a boy 


out on what is strictly a man’s job. 


>» Be prepared to warehouse loans 
on your own and this requires finan- 
I sincerely believe that 
more of 


cial strength. 
as time on, 
you will have to develop an “imme- 
diate delivery” concept in your busi- 


goes more and 


ness. 

>» If you haven’t secured a savings 
bank connection, try to do so shortly. 
While I think the bloom is off this 
rose, it still could offer a reasonably 


FHA’s: I might 


steady market for 


add—at a price. Pension funds offer 
a real possibility for the future. 

>» My next recommendation — de- 
velop a Fanny May portfolio — goes 


against my grain. I want to make it 
clear that my reticence in no way im- 
plies critcism of the organization as 
such. It, very justifiably, is recognized 
as one of the better governmental 
agencies, most ably directed and ca- 
pably staffed. Actually, one of my as- 
sociates described, I 
rately, the present head of Fanny May 
as follows: “An honest and able ad- 
ministrator and a shrewd observer of 
the mortgage market, but I shiver to 
think of what FNMA might become 
in the hands of a reincarnated - - - -.” 
I shall substitute the same “John 
Doe.” It, nevertheless, is a govern- 
mental agency undertaking to oper- 
ate a business that is no more the 
(Continued on page 46, column 1) 


am sure accu- 
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New World of Work: | 








VERY business must constantly 
E improve its product if it is to 
remain competitive and _ profitable. 
Mortgage companies are no exception 
to this rule, even though they sell in- 
tangible services rather than physical 
goods, A _ successful mortgage com- 
pany must continually improve its ex- 
isting services and add new ones in 
response to changing conditions and 


the altering needs of its customers. 


One such new service which our or- 
ganization has recently made available 
is technical assistance to builders and 
developers in land evaluation and 
layout. Why do we feel that this serv- 
ice is a timely one to offer our clients? 
How does our land 
planning depart- 
ment operate? 
Does our experi- 
ence have applica- 
tion for mortgage 
companies of vari- 
ous sizes in other 
parts of the coun- 
try? How 
land planning ac- 
tivities benefit ul- 
timate investors in the mortgages we 
originate? What follows will attempt 
these and related 


do our 





M. Todd Cooke, Jr. 


to answer other 


questions. 


As a preface, it will be useful to 
the which 
our company groups under the over- 
all term “land planning.” By this 
phrase, we mean technical assistance 
to builders, land developers, syndica- 
tors and others in the selection and 
physical layout of properties which 
will be developed with houses, apart- 
ments or stores. As will be more fully 


suggest scope of services 
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explained later, such assistance gen- 
erally includes a)—field inspection 
and analysis of one or more sites; b) 
preparation of sketch plans as a test 
of site desirability and as a basis for 
rough cost estimates; and c)—prep- 
aration of detailed site plans (some- 
times known as subdivision plans) 
from which engineering drawings can 
be developed. Related land planning 
services, which, however, are less fre- 
quently required, include a)—review 
and criticism of site plans which may 
already have been prepared by others; 
b)—market analysis of the supply of 
and demand for housing in a given 
locality; and c)—maintenance of data 
files on available vacant tracts for ref- 
erence by those in the market for 
land. It should be noted at the out- 
set that none of these services extend 
to actual engineering, which we re- 
quire be performed by a qualified pro- 
fessional of the builder’s selection. 
Why do we feel that land planning 
is a timely and worthwhile service for 
our Company to offer? A few com- 
ments on the current attitudes of 
homebuyers, the nature of the build- 
ing industry and the increasing gov- 
ernmental regulation of land use will 
perhaps serve to answer this question. 
At least in our lending area, mort- 
gage loans on newly-constructed build- 
ings represent an important and grow- 
ing proportion of total annual volume. 
Increasingly, this business is generated 
by medium to large-scale builders— 
those constructing 25 or more houses 
per year, as distinguished from small 
builders. By the nature of their op- 
eration, these larger scale builders 
must purchase sizeable vacant tracts 
and develop streets, utility systems and 


building sites, rather than merely util- 
ize existing lots on existing streets in 
the manner of the traditional small 
builder. In other words, and 
more of the builders and developers 
we regard as sources of prime mort- 
gage business are confronted by land 
planning problems and need technical 
assistance in their solution. 

At the same time, the increasing 
and quite legitimate concern of all 
levels of government in regulating 
land use and land development has 
complicated the task of land selection 
and land planning. Here in Pennsyl- 
vania, to cite an example, the number 
of official planning commissions — lo- 
cal, county and regional, has increased 
from 255 in 1956 to 465 in 1959. Dur- 
ing the same three-year period, the 
number of zoning ordinances in effect 
throughout the state has jumped 24 
per cent to a 1959 total of 424. 
Through these and related regulations, 
more and more localities exercise con- 
trol, in varying degrees, over the site 
planning of all substantial building 
operations. Meanwhile, at the na- 
tional level, FHA, which builders in- 
creasingly recognize as a helpful ally 
as their operations expand, continues 
to enforce its own standards of site de- 
sign and subdivision planning. This 
trend toward increased concern with 
the way land resources are developed 
is a constructive one. It should be en- 
couraged by us as mortgage bankers 
since it promises more attractive and 
stable communities and hence sounder 
physical securities for mortgage lend- 
ing. Yet it is also a trend which com- 
plicates the builder’s job. If the 
builder is to concentrate on what he 
knows and does best — building, he 


more 





- LAND PLANNING 





By M. TODD COOKE, Jr. 
Vice President, W. A. Clarke 
Mortgage Co., Philadelphia 


Looking for a new horizon, searching for new ways and means to 
diversify? Mortgage bankers are consistently hearing that it’s 

the thing to do, the best way to assure the most profitable future. 
The avenues open for just such a course are many and 
varied and one of them could well be a Land Planning 
Department such as this Company set up. 





Land planning is just what its name implies, evaluation 

of land, determining the proper layout, the most efficient use of it 
—all, of course, with the objective of being of assistance to 

builders and developers and getting the business that will accrue 

from the effort. It’s a job that begins with the raw land and 

ends with the maximum development of it. 





Can you do it—in fact, just what sort of company can? Answer: 
almost any mortgage company should be in a position to do 
so—although what is described here is the experience of a very large 
mortgage company in a heavily-populated area. Not every company 
could embark on setting up such a complete department 

to do the job but it is how the job is done that’s 

important—and Mr. Cooke tells that here in this project report 
originating with the Research Committee headed by Lon Worth Crow. 
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needs technicians to help solve his 
land planning problems for him 


The builder’s product is meanwhile 
scrutinized with growing sophistica- 
tion by the mortgage banker's two sets 
the 
gagor and the institutional mortgagee. 


of customers homebuyer-mort- 


The home buyer, and especially the 
second time buyer, realizes that he is 


purchasing not just four walls and 
a roof, but a house on a lot along a 
street in a community. He wants a 


house that is not only attractively de- 
signed and well constructed, but prop- 
erly sited on the lot to take advantage 


The lot 


should afford privacy and appropriate 


of view and orientation. 
locations for various activities, includ- 
ing children’s play, outdoor living and 
servicing of the house. The street, he 
realizes, should be designed to create 
a maximum of pleasant building sites 
and to provide varying vistas. It must 
also play effectively its utilitarian roles 
of ensuring safe and convenient auto- 
mobile access and accommodating util- 
ities. The community as a whole must 
offer in adequate number and proper 
location the facilities schools, play 
areas, churches, stores, to name just a 
few, which are necessary adjuncts of 
convenient and productive family life. 
The the 
mortgagee who share this viewpoint 
their 


different ways saying that land plan- 


prospective homebuyer and 


toward the house are both in 
ning is now an essential part of home- 
building and a proper concern of the 


mortgage <¢ ompany 


To summarize, technical assistance 
in land planning a 

builder's skills, 
to develop his land to best advantage 
and 
ment costs in the process; b 


supplements the 


own shows him how 


often saves money on improve- 

helps 
produce for the homebuyer a more 
attractive product and a better value; 
and <« the 


assures mort@wagee a 


sounder investment. It was such con- 
siderations which led this company to 
establish its Land Planning Depart- 
Heading the de- 


partment is a professional city plannet 


ment four years ago. 
with a master’s degree in planning 
and considerable working experience 
in various governmental posts. The de- 
builders, land 
developers, syndicators, trustees and 


partment’s customers 
others are normally referred to the 


department by our company’s new 
business and solicitor personnel, al- 


though in some instances the depart- 
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ment originates contacts via architects, 
local planning commissions and others 
which it maintains relation- 
ships. The Land Planning Depart- 
ment makes field inspections, analyzes 


with 


sites and prepares sketch plans with- 
out limited time 
and personnel force the department to 
be selective and to restrict such free 


charge. However, 


service to present builder-clients or 


good prospects. Detailed site plans 
are prepared on a fee basis which is 
naturally first outlined in a written 
proposal for approval by the client. 
individually determined in 
relation to the estimated time required 


Fees are 
for the assignment and its complexity 
However, the department is designed, 
not so much to produce profit from 
land planning fees, as to help gen- 
erate desirable mortgage business. For 
this reason, we are more than satisfied 
if fees cover direct departmental costs 


Hi re 


and hou te 


vhat we do 
do it 


just 


Let’s review a hypothetical case to 
show how our land planning depart- 
ment operates and to suggest some of 
its values to builder, mortgagor, mort- 
gavee, and, last but not least, to our 


( ompany 


Ernest Houseman is a_ successful 
operative builder and a good company 
customer of many year’s standing. 
Houseman is just starting the last 35 
houses in his successful Broad Mead- 
ows development and is_ thinking 
ahead to another tract where he can 
begin building next Spring. Knowing 
of two properties in his general area 
of operation which reportedly are for 
visits the Land Planning 
Department to pick up additional 
leads. The department has a data file 


on a third tract which seems a possi- 


sale, Ernie 


bility and volunteers to make a field 
inspection and comparative analysis 


of all three. 


Before going into the field, the de- 
partment each property 
data on zoning, asking price, avail- 
ability of utilities, assessed valuation, 
and similar information. 
[his data is recorded for each prop- 
erty on a separate site analysis check- 
list. Inspecting the properties, the land 
planner studies especially the site’s 
physical features, the character of the 
surroundings and the location of com- 


secures for 


easements 


site 
convenient 
notes on 


munity facilities. The analysis 
checklist is used as a 
method of recording field 
each property. 


Site A has a fine view and several 
nice clumps of trees, but is handi- 
capped by a north exposure, some very 
steep slopes and ominous patches of 
rock outcropping. Site B is closer to 
community facilities, including an at- 
tractive new elementary school, but is 
traversed by both a cable and a pipe- 
line easement and shows evidence of 
poor surface drainage. To reach the 
nearest sanitary sewer requires con- 
struction of over 2,300 feet of off-site 
10” line. Site C is slightly more ex- 
pensive on a per acre basis than either 
preceding site, but has water and 
sewer mains already available at the 
tract boundary. The property is rather 
irregular in shape, which will prob- 
ably mean a good many oversize lots, 
and is crossed by a stream. However, 
it appears on the basis of field inspec- 
tion that the stream can be featured 
as an asset and that an efficient street 
system can be devised to take good 
advantage of the pleasantly rolling 


site. 


Back in the office, the Land Plan- 
ning Department reviews the data and 
the final section of the 
checklist—a table for numerical rating 
of site desirability. Modeled on the 
FHA rating grid, this table is used to 
selected characteristics of the 
site and surroundings and thus pro- 
vide, as a check on subjective judg- 
ments, a numerical basis for compar- 
ing desirability of different properties. 
As the culmination of this entire proc- 
site inspection and evalua- 
tion, the Land Planning Department 
reaches the conclusion that Site C ap- 
pears to be the best bet. 


completes 


score 


ess of 


These findings are then discussed 
with Houseman. Ernie, who rather 
likes to move dirt, is reluctant to dis- 
card Site A, but finally convinces him- 
self that it would represent a poor 
choice. The question next arises of 
the approximate number of lots which 
Site C’s 95 acres would accomodate 
and their cost. 

To provide approximate answers, 
the Land Planning Department agrees 
to prepare a small scale sketch plan, 
showing a rough street and lot layout, 
for the property. To provide a basis 
for this work, there is some discussion 


Houseman proposes 
decision to lots 
accommodat- 
large and an op- 
even though the zoning 


ot the type homes 
to build and a 

averaging 80 feet wide, 
ing fairly 
tional garage, 
permits a 65 foot minimum front. 


use 


houses 


Since neither a boundary survey nor 
plan is yet available 
Land Planning De- 
section of the 
States 


a topographic 
for Site C, the 
partment enlarges a 
appropriate United 
Survey topographic map, to scale one 
inch equals four hundred feet, and 
plots in the property boundaries from 
This plan is then 
number of 


Geologic 


deed description. 
used as as base for a 
quick sketches to determine 


layouts and to evaluate ad- 


various 
alternative 
and 
Through a process of successive ad- 
the most de- 

tentatively 


vantages disadvantages of each. 
justment and refinement, 
sirable layout is 
determined and drawn up in sketch 
form. A little counting and scaling 
reveals that the sketch plan contains 
930 averaging 80 by 150 feet, 
served by 11,500 lineal feet of new 
street. Current unit then 
used to compute total 
cost of street and utility improvements. 
To facilitate certain ratios 
are also developed, 


general 


lots, 
costs are 
approximate 


analysis, 
numbet1 
per lot, 


such as 
of lots per acre, street 
improvement cost per lot and total 
cost (land and improvements) per lot. 
This whole process of preparing alter- 
nate sketches, drawing up the pre- 
ferred version and making computa- 
one man day for 


new 


tions takes 
a tract this size. 


, at most, 


In subsequent discussion with House- 
man, it is emphasized that the sketch 
plan and estimates derived therefrom 
only approximations. However, 
while there is a margin of error rang- 
ing up to 5 per cent in the estimated 
number of lots and perhaps 20 per 
cent in the estimated improvement 
costs, the sketch plan and supporting 
figures do give Houseman a firmer 
basis for making an offer on the land 
than the builder customarily possesses. 
Negotiations are begun and _ finally 
successfully concluded with Houseman 
placing Site C under agreement of 
$2,800 acre, subject to 


are 


sale at per 


terms. 

Time passes and Houseman, having 
made settlement, wants plans _pre- 
pared for submission to FHA and lo- 
cal authorities preparatory to starting 


construction. The Land Planning De- 


partment recommends, as a first step, 
that Houseman immediately engage 
an engineer to prepare a topographic 
plan and provide subsequent engineer- 
ing services as required. The depart- 
ment also outlines, and thereafter 
confirms in writing, the additional 
services it will perform in preparing a 
site plan and the fee therefor. 


Houseman approves the proposal 
and asks the Land Planning Depart- 
ment to begin work promptly. When 
the department receives from House- 
man’s engaged engineer the 
topographic plan, at scale of one inch 
equals one hundred feet, it re-inspects 
the site and reviews the sketch plan as 
well as the discarded earlier versions 
which have been retained in the files. 
Usually, the sketch plan furnishes the 
starting point for more detailed layout 
studies at larger scale, but sometimes 


newly 


i” 9 4 wa pe 
sites iW. y, 1d 


meet Fi 


the more accurate topography, a 
changed building program or simply 
“second thoughts” 
new approach. In 
cessive sketches at 
the property 
some gradually 
conflicting objectives, resolve specific 
problems and culminate in a plan 
which satisfies the department and 
meets the approval of Houseman. The 
overall objective, of course, is a scheme 
representing an optimum balance of 
attractiveness, efficiency and economy. 


suggest an entirely 


any event, suc- 
100 foot 
and of 


harmonize 


scale of 
whole trouble- 


sections 


The general plan is then drawn up 
freehand for submission, together with 
preliminary street profiles, to FHA, 
the local planning commission and 
any other appropriate agencies. After 
the suggestions or requirements of 
these agencies are received, the plan 
is revised as necessary and drawn up 
in finished form. Generally speaking, 
the finished site plan will show three 
of information; a)—existing 
as taken from the 
(contours, water- 
b) —exist- 


types 
natural conditions, 
topographic plan 
courses, tree masses, etc. ) 
ing man-made features (roads on or 


neu 
conditions and the altering needs of its 
customers 
technical assistance to builders and devel- 
opers in land evaluation and layout.” 


adjacent to the tract, existing build- 
ings, drainage structures, etc.) ; and 
c)—proposed plan of improvement 
(lot lines, street lines, new easements, 
building set-back lines, typical house 
placement, etc.). This plan is care- 
fully drawn to scale in sufficient detail 
to serve as the starting point for sub- 
sequent engineering plans, such as the 
lot or conveyancing plan and the 
grading or drainage plan. 


At this point, the primary responsi- 
bility of the Land Planning Depart- 
Houseman’s engineer 
engineering 


ment ceases. 


prepares the necessary 
plans and submits them to the 
their final approval. 
with 


various 
authorities for 
Interim 
the company, 


financing is arranged 


commitments are issued 
financing and, come 
ready to 


everyone 


for permanent 
Houseman is 
of what 


the Spring, 


start construction 


“*4 successful mortgage company must con- 
tinually improve its existing services and 


ones in response to changing 


One such new service is 


hopes will be another attractive, suc- 
cessful and profitable home develop- 
ment. 


But what has been accomplished by 
this effort on the part of the Land 
Planning Department? Let’s sum- 
marize : 

>» The builder has enjoyed expert 
assistance in a field where 
he is probably weak: comparative 
land evaluation and large scale site 
planning. He has been steered away 
from a potential “headache” site which 
might have proven extremely expen- 
sive to develop. He has enjoyed skilled 
collaboration in development of a site 
plan which is attractive, efficient and 
economical. Meanwhile, he has been 
free to direct his own energies where 
they will prove most productive. 


technical 


>» The homebuyer has been assured 
that his down payment and mortgage 
obligation buys more than just a house. 
Careful land planning results in houses 
suited to the building site, lots adapted 
to the land and streets adjusted to the 
topography. Land planning has helped 


(Continued on page 32) 
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Close Look at Costs of 





Ti W AS—and not too many years ago either—when some of the 
best-informed authorities in the country were loudly contending that we had seen the peak of shopping 
center development. And by some of the early rules of building them, such as patterns which in- 
licate a specific population area each one had to serve, these people were right. But developments don’t 
always go as planned. Shopping centers have continued to be built, bigger and more extensive each 
year, and certainly it would be a foolish man indeed who today said we have reached a peak. 
What is the future of shopping centers now? Mr. Gruen is convinced that there will be a lot more, 
in suburban areas and in re-vitalized downtown sections. They will be along new freeways and high- 
ways and in newly-created communities, they will be of the large regional type, as well as the 
small neighborhood unit. The outlook for all of them is promising in his projections for the future. 
Basic prerequisites for shopping centers are the same as they were in the beginning of this 
most significant real estate development of the Twentieth Century. There must be an experienced and 
financially responsible developer, the location must be good— good as to population, purchasing 
power, income pattern, competitive facilities and accessibility. They must have strong tenants 
and there must be advantageous financing. 


These were some of the points Mr. Gruen pointed out to California MBA members at their 
convention and then went on to analyze some aspects of planning and budgeting—and it is this latter 
portion of his thinking about shopping centers and their future which follows. Mr. Gruen is 
senior partner in Victor Gruen Associates and has been in the architectural field since 1924, first in Vienna 
and since 1938 in this country. His organization has executed projects in a range of $50,000 
to $100,000,000 — commercial, residential, master planning and redevelopment. 


and 93 per cent of the total construc- 
tion area. 

We have made it a practice to use 
the term “total rentable area” which 
is that portion of the total floor area 
located within premises which can be 
rented to tenants. This total rentable 
area amounts, depending on the de- 
sign of the shopping center, to some- 
where around 85 per cent of the total 
construction area. 

Other calculations used refer to 
“total sales area” in which case all 
storage and other operational areas, 
even if they are rented, are omitted 


As for area, some people talk about 
the “total construction area” which is 
a gross area of all covered and en- 
closed spaces on all floor levels, in- 
cluding mezzanines, truck roads and 
service facilities, plus an allowance of 
one-half of the floor area for roofed- 
over but not enclosed areas such as 
canopies, colonnades, cross walks, and 


HERE seems to be an unbeliev- 
able amount of confusion and 
controversy concerning shopping cen- 


It arises from the fact that 
the term “cost” embraces not one but 


ter costs. 


several concepts. Construction costs 
per square foot are often quoted cas- 
ually among 


architects and store executives. Such 


developers, operators, 
so on. 

Others speak of “total floor area” in 
which case they omit from the calcu- 
lation covered areas between build- 
ings and make no allowance for over- 
hangs, canopies, etc. The relation of 
total floor area to total construction 


quotations cover a wide range, all the 
way from $8 to $30 per square foot. 
Unfortunately, the calculating meth- 
ods underlying these figures are so di- 
vergent that any comparison, without 
further analysis, is fruitless. A wide 


variety of methods is employed with 
regard to the two factors which form 
the equation: cost and area. 
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area is reflected usually by the total 
floor area being between 85 per cent 


from the square footage figure. This 
total sales area might amount to only 
51 per cent to 73 per cent of the con- 





f Shopping Centers 





. 


struction area. 

And yet other calculations are based 
on rentable area of ground floor level 
only. In this calculation are omitted 
basements and upper floors and, de- 
pending on the design, rentable area 
of ground floor level may be as little 
as 30 per cent of the total construc- 
tion area. 

We use “total rentable area’ be- 
cause we feel it is the most meaning- 
ful one, as it represents area from 
which actual rentable area is pro- 
duced. 

Price quotations per square foot, 
based on total construction area, be- 
come meaningless if they are com- 
pared with other price quotations 
which are based on the term “rent- 
able area.” The shopping center which 
costs $15 per square foot of construc- 
tion area might actually cost more 
than one which costs $17 per square 
foot if the square footage is under- 
stood to be rentable area. 

Differences in terminology, just as 
serious, exist in the understanding of 
the term “cost.” If one wants to be 
sure that cost quotations lend them- 
selves to comparison, one must ascer- 
tain whether they include all the cost 
components, such as: 

1. Land cost. 

2. Normal site improvement costs, 
such as grading, underground 
utilities, parking lot surfacing 
and lighting. 


Ww 


Costs created by unusual site 
conditions such as unfavorable 
soil or other physical factors or 
special expenditures for traffic 
improvements whether on or off 
the site. 


~ eae 


te 





re 
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By VICTOR GRUEN 


Architect and Designer 





~ 


Expenditures for the improve- 
ment of tenant spaces. 
Expenditures for revenue pro- 
ducing utilities such as air con- 
ditioning. 

Expenditure for professional fees. 
Expenditure for taxes, insurance 
and temporary heat during con- 
struction. 


Expenditure for leasing and 


management during the devel- 
opment period. 

9. Expenditures for financing, mort- 
gage standby fees, appraisal fees 
and for interest during construc- 
tion. 

Because of the difference between 
the functions of the neighborhood and 
the intermediate center on the one 
hand and the more complex ones of 
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the regional center type it should be 
recognized that there will be a basic 
difference in the services that have to 
be offered in each. These factors are 
directly related to the size and charac- 
ier of the project and do not reflect 
that a 


possibly be 


quality. It follows neighbor- 


hood center can con- 


structed at a cost of 20 per cent to 
30 per cent less per square foot than 
a regional type center of precisely the 


same qualifications and specifications 
Consider the importance of the vari- 


out types of capital expenditure in re- 


lation to one shopping center dollar 


The basic building structure might 
amount to 19¢ of which the structural 
building shell might be 17¢ and the 


underground truck road 2¢, finishes 
might amount to 13¢ and equipment 
to 7¢: mechanical and electrical work 
to 13¢ and a contingency budget item 
to 9¢. Site improvement work might 
be &¢ 
construction 


the dollar 
The call 


general charges, consist of land cost, 


basic shopping centet 


69¢ of 


Thus, 


costs would be 


second group, which we 


which in this case is estimated to be 


i¢, financing cost 5¢, administration 


and leasing costs 4¢, professional and 


other fees 4¢ thus land cost and de- 


velopment cost amount to about 16¢. 


In a regional shopping center there 


might be what we term fringe con- 


struction costs which are not neces- 


sarily to be amortized by the income 


from rents but from other income, 


present or future. Such items are cost 
of self-liquidating utilities like central 
air conditioning, central electrical sys- 
tem which might amount to 13¢, and 
provision for future expansion which 
might amount to 2¢. 

Budgeting for a shopping center, as 
for a business or a household, means, 
essentially, balancing expenditure and 
income Because investments in a 
shopping center project are large, im- 
plementation of the project often de- 
pends on outside financing. There is 
an intimate interrelation between cap- 


ital investment, income and outside 
financing works in clock-wise move- 
ment. 

The size of the investment influ- 


ences quality and quantity of rental 
space and thus the income potential. 
The income potential has a definite 
and 


Che 


bearing on the characteristics 


amount of outside financing 
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availability and amount of financing, 
in turn, will to a large degree make 
the capital investment feasible. 

From this, one might jump to the 
conclusion that high capital expen- 
ditures will automatically create high 
income and, through it, fav- 
However, there are 


rental 
orable financing. 
a number of conditioning factors that 
influence on each of the 
Any one of 


exercise an 
three links of the chain. 
these influences can be so potent as 
to change each of the links and thus 
alter the entire chain reaction. 
Income is influenced by the exist- 
ing business potential which in turn 
depends upon the location. If such 
potential is low, no amount of addi- 
tional investment will result in highe: 
is also influ- 
and the 
and by 
Thus 
income, instead of depending solely 
on the size of the capital investment, 
is also exposed to the effects of these 


income. Income 
the 
strength of major 


the general economic climate. 


rental 
enced by availability 


tenancies 


three additional forces. 


as always dé pe nds 
related factors 


Financing 


on many 


The type and the amount of financ- 
ing is influenced by the economic 
strength of the developer and by the 
prevailing financial climate. In times 
of short money supply, even a center 
with high income potential might be 
unable to obtain a favorable loan. 
Che true operative value of the capi- 
tal investment depends — assuming 
that all the necessary prerequisites are 
met—on management and operating 
skill, on planning and design quality 
and on general price levels prevailing 
in the construction area. 

To judge the justification of capi- 
tal investment correctly it is necessary 
to analyze the manner in which each 
individual capital investment item is 
supported by specific items of income. 
There are basically three main cate- 
gories of capital investment funds: 


>» Basic investment consisting of 
basic construction cost, land cost, and 
charges which are proportionately ap- 
plicable to basic construction costs. 

This basic investment must be justi- 
fied by the net income from tenant 
rents of which the guaranteed rent 
sufficient to en- 


must be at least 


courage adequate financing. 


>» Secondary construction costs con- 
sist of self-liquidating central utilities 
which can be amortized by separate 
income in the form of standby charges 
or surcharges on operating costs; the 
construction costs of miscellaneous fa- 
cilities like kiosks, central television 
antennas, rental sign space, which can 
be amortized by the rental income 
from such miscellaneous facilities; the 
cost of construction in preparation for 
future enlargement which should be 
amortized by postponed income from 
future tenant rents; expenditures for 
special additional tenant work such 
as additional fixtures, etc. 
which are repaid by instalments paid 
by the tenant over the term of lease 
by special recognition 


finishes, 


or sooner, OI 


in lease terms. 


> Capital costs which arise from 
the improvement of surrounding areas. 
These costs should be regained from 
the income of surrounding areas 
through land sales or development. 


Good planning has as its main aim 
the creation of the desired profit to 
the developer. The best planning is 
that which achieves capital expendi- 
tures representing the minimum re- 
quired for full utilization of the po- 
tential inherent in the location and 
site, while simultaneously assuring 
highest income and lowest operating 
and maintenance upkeep expenses. 

Thus it follows that the cheapest 
shopping center is not necessarily the 
most economical as it may not create 
the highest potential income and fur- 
thermore may result in high operat- 
ing and maintenance costs. 

Higher capital expenditures are, on 
the other hand, out of order when 
not justified by proportionately higher 
income potential. 

Financing considerations by mort- 
gage bankers should be guided by 
these thoughts. Superior planning and 
design should have favorable influ- 
ence on your loan policy. The amount 
of additional income which can be 
derived on the basis of percentages 
from sales may be greatly influenced 
by design and planning standards. Not 
only can higher percentage figures 
frequently be obtained when leasing 
a superior shopping center but busi- 
ness volume per square foot will, in 
all probability, be higher in such a 


center. (As an example, Northland 


Center near Detroit, which our office 
planned and designed, has income 
figures per square foot of rental area 
that amount and 
areas to in excess of $100 per square 
foot of rentable area. ) 


for sales storage 


As a rule a poorly located, planned 
and designed will less fre- 
quently and less regularly reach the 
sales figures necessary to make per- 


center 


centage clauses operative than a su- 
perior center will. Inasmuch as in- 
come from percentage rents may spell 
the difference between the break-even 
and profitable operation, all measures 
taken to obtain such excess rents are 
highly significant. To illustrate why 
shopping center costs per square foot 
of rentable area vary so much, con- 


fringe construction costs and 16 per 
cent for land costs and charges. 

2. The Standard Shopping Cente 
for which planning and design stand- 
ards have down. The 
parking ratio is six cars per 1,000 
square feet of rentable area, it is 
partly a fire-resisting, partly fire-proof 
contains an under- 


been scaled 


construction. It 
ground truck road. Utilities are only 
partly centralized. There are provi- 
sions for future enlargement. It costs 
750 cost units of which 74 per cent 
is expended for basis construction, 7 
per cent for fringe construction and 
19 per cent for land costs and charges. 

3. The Center. 
compromises with regard to some de- 
sign principles are made. Its parking 


minimum Here 


“The future will see advances along many 
lines. The residual features which shopping 


centers still retain from the era of the conven- 
tional highway store will eventually wither 
away. The pedestrian area will gain in im- 
portance as the main shopping area, while 
directed toward 
parking areas may gradually disappear. The 
shopping center, neighborhood 
and district, following the lead of the 

regional center, will separate mechanized traffic 
from foot traffic and establish protected 
pedestrian areas. Considering the entire field 
of retailing, each form of shopping facility 
the neighborhood center, the district center, 
the regional center and the central business 

has its own particular and distinctive 


and show windows 


entrances 


smalle 


district 


role, and all of them can flourish 
simultaneously.” 


sider several examples showing com- 
construction and develop- 
To eliminate extraneous 


parative 
ment 
circumstances, a number of assump- 
tions have been made. The compared 
centers are of equal size, contracts 
were awarded on competitive lump 
sum bidding, no unusual site, foun- 
dation, or off-site work is included. 


costs. 


The examples are: 

l. The optimum Shopping Center 
which is planned and designed in ac- 
cordance with the best practices. Its 
parking area provides space for seven 
cars per 1,000 square feet of rentable 
area. It is fireproof construction, con- 
tains an underground truck road, cen- 
tral utilities, and provisions for future 
enlargement. It costs 1000 cost units. 
Of this, 69 per cent is spent on basic 
cent on 


construction costs, 15 per 


area provides space for five cars per 
1,000 square feet of rentable space. 
It is a fire-resisting construction. Serv- 
ice facilities are located on the surface 
in screened service courts. It has no 
centralized utilities or provisions for 
future enlargement. Its 535 
cost units, a little bit more than half 
the cost of the optimum center, of 
which 80 per cent is expended for 
ex- 


cost is 


basic construction, nothing is 
pended for fringe construction, items 
like central utilities or expansion, and 
20 per cent is expended for land costs 
and charges. 

Each of these three 
might be suitable for a specific loca- 
tion and site. The next one should 
probably be regarded as not suitable. 


4. The Sub-Standard Center. This 
sacrifices nearly all sound principles 


center types 


of planning and design in order to 
cut capital expenditures. Its parking 
space accommodates four cars per 
1,000 square feet of rentable area. It 
is non-fireproof construction and em- 
ploys sub-standard construction meth- 
ods and materials. No provisions for 
service areas are made and deliveries 
take place from the curb. It has 
neither provisions for central utilities 
nor enlargement. It 464 cost 
units, 78 per cent for basic construc- 


costs 
tion and 22 per cent for land costs 
and charges. 

And finally, a typical 

5. Strip Center which is located 
directly adjoining a suburban high- 
consists of continuous 
Its construction char- 


and one 


of stores. 


Ww ay 


row 





acteristics are the same as for the sub- 
It provides space 


standard center. 
for three cars per 1,000 square feet 
of rentable area. Because it imme- 
diately adjoins existing utility lines 
there are further savings in the costs 
of utilities. It has finished elevations 
only along the highway frontage. Its 
cost is 536 cost units, slightly higher 
than that of the sub-standard center 
but the entire cost difference is ex- 
plained by the fact that land costs, 
because land along a highway is more 
expensive, amount to 112 cost units 
instead of the 14 assumed for the sub- 
standard center. Construction costs 
in this case amount to 60 per cent, 
land costs and charges to 40 per cent 
of the total budget. 

A number of significant conclusions 
can be drawn. In direct contrast to 


a widely held opinion that a savings 
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can be made by cutting the quality of 
the chart 
that the cost for the building shell 
varies only slightly from the minimum 


basic construction, shows 


center to the maximum center. The 
span indicated is less than 25 pet 
cent. 

The main differences in the basic 


capital costs occur in the categories 
of finish, equipment and mechanical 
that 
centers 


work and of course in the fact 
the optimum 
inlude 


and standard 


some self-liquidating items 
which are amortized not from rental 


income but from other income. 
Another interesting fact which be- 

that the relation 

between those parts of the capital 


comes obvious is 


investment expenditure for actual 


construction and those for non-con- 
radically 
percentage-wise. In the optimum 
center 84 the total 
pended is used for construction, in 
the standard 81 the 


minimum 80 sub- 


struction purposes change 


per cent ol ex- 
cent, in 
the 
standard 78 per cent, and in the strip 
60 per cent. 


pet 


per cent, in 


Che comparison shows clearly that 
the percentage portion of the total 
construction development costs rise as 
the planning standards of the center 
decline. 

Thus, it may be concluded that al- 
though be- 
tween expenditures and economic re- 


there is an interrelation 
sults, it is not necessarily a direct one 
However, there is a very definite and 
direct relation between the quality of 
planning and the success of the oper- 
high 
higher expenditures, 
though it might also result in lower 


ation. Planning of standards 


may result in 
ones. The only expenses directly in- 
fluenced by better planning quality is 
the services which 


cost of those 


are 
necessary to achieve planning of 
greater thoroughness and higher qual- 
ity. It obviously consumes less time. 
effort and study to develop a plan 
that is just adequate, in the physical 
and economic sense, than is needed to 
search for the best plan (the best plan 
being the one which allows the de- 
veloper to take fullest advantage of 
the inherent potential.) Thus, in or- 
der to arrive at the best possible solu- 
tion, one should allot sufficient funds, 
in relation to the total, for planning 
activities. If, under condi- 
tions, expenditures for planning, that 
is for physical planning, architectural 


certain 
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and economic planning, leasing, etc. 
should be greater than is conven- 
tionally held to be normal, this in 
itself should not be deemed a dis- 
turbing feature. It has in fact been 
repeatedly proven that this either does 
not have any influence on the total 
capital investment or may even result 
in an over-all saving. 

If, for example, as a result of suc- 
cessful planning, the relationship be- 
tween rental space and total building 
area is favorably altered, this will 
make a favorable change on the in- 
the shopping center 
budget. If successful leasing planning 
results in higher income from either 
rents, the 
effects will be similarly favorable. If 


come side of 


guaranteed or percentage 


superior engineering and unusually 
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thorough contract documents (work- 
ing drawings and specifications) re- 
sult, on the other hand, in an in- 


significant increase in architectural 
fees and, on the other hand, in a sig- 
nificant saving in construction cost, 
the capital investment side of the 
budget ledger will be favorably in- 
fluenced. 

Summarizing, the problem of plan- 
ning costs should be approached by 
the developer with practicality and 
realism. It should be regarded as an 
integral part of his investment, keep- 
ing in mind that this one investment 
item can strongly affect both capital 
investment and income. Planning is 
the outstanding measure through 
which existing potentials can be 
brought to fullest fruition. 
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One of the problems plaguing shop- 
ping center developers is the uncer- 
tainty of whether total capital invest- 
ments can be really held within the 
established budget. Our organization 
has been successful in eliminating this 
uncertainty. One of the areas in 
which additional unexpected costs usu- 
ally appear is the work to be under- 
taken for tenants in order to meet 
their specifications within the leased 
areas and on store fronts. In order 
to eliminate this unknown and uncer- 
factor which usually causes the 
famous “extras” which are the con- 
tractors’ joy and the developers’ night- 
mare, we have introduced, with the 
help of the Larry Smith organization 
which works on many projects with 
economic consultants, the 
called “tenants allowance” system. 
Basically, this system provides that 
tenants are asked to design and con- 
tract their store front work and in- 
terior finishes, like interior electrical 
distribution, hung ceilings, fin- 
themselves. The developer, 
will certain dollar 
amounts per front foot of store front, 
foot of this 
purpose. This arrangement becomes 
part of the leasing document. By 
making tenant interior finishing an 
independent feature, the cost of which 
is pre-determined, the architect is en- 
abled to finish working drawings and 
specifications long before tenant spaces 
are actually all rented and the de- 
veloper is able to enter into a lump 
sum agreement arrived at by compe- 
titive bidding with a 
tractor. In order not to expose the 
tenants to price pressure by the gen- 
eral contractor who builds the shop- 
ping center, usually recommend 
that it be made a part of the agree- 
ment with the general contractor that 
he will not bid for tenants’ interior 
work. By the device of the allowance 
system and by close control of esti- 
mating system which we have devised 
and developed to the last detail, we 
have been successful in staying with 
construction costs, within the limit 
set by the established budget. 

Economics will be the largest single 
influence on the future of shopping 
centers. If can meet this issue 
squarely then we are just at the be- 
ginning of the potential development 
of this building type. Barring the 
possibility of a man-made or natural 
catastrophe, more and _ increasingly 


tain 


us as so- 


floor 
ishes, etc. 


however, allow 


or square interior, for 


general con- 


we 


we 


better centers will be built, as fore- 
shadowed in present plans and think- 
ing. 

a population 
States of be- 


Forecasters estimate 
erowth in the United 
tween fifty and sixty million within 
the next twenty years. Nearly all of 
this growth will take place within the 
metropolitan areas. The automobile 
population is estimated to reach 81 
million by 1965. Obviously, this phe- 
nomenal growth will lead to building 
of new communities and expansion 
of existing ones. New 
will open up for the development of 
shopping centers of all sizes. 


opportunities 


Technological developments, espe- 
cially the use of atomic 
peaceful purposes and the automation 
of factories will bring about shorte 
working hours and thus create 
leisure time. These are all strong in- 
fluencing factors which, if properly 
considered in planning and design, 
can have positive influence on 
urban shopping center development. 


power for 


more 


sub- 


The shopping centers that can do 
more than fulfill practical shopping 
needs, the that will afford an 
opportunity for cultural, social, 
and recreational activities 
the greatest benefits. 
New highways and 
bring about a reorganization and 
orientation of metropolitan traffic pat- 
terns. Fresh opportunities 
up for the locating of shopping cen- 
With the shifting patterns it is 


ones 
Civic 


will reap 


freeways will 


will open 


ters. 


likely that while certain existing shop- 
ping centers will gain through better 
accessibility, others may suffer. By the 
same token some downtown business 
areas will become more accessible and 
will, if advantage is taken intelli- 
gently, offer competition to 
suburban shopping centers. 

The government-sponsored urban 
renewal and redevelopment program 
offers potentialities for the downtown 
areas. Whether this potential will 
be utilized depends on the wisdom 
with which the program is imple- 
mented. 

The future will advances in 
planning and design along many lines. 
The residual features which shopping 
centers still retain from the era of the 
conventional highway store will even- 
tually wither The pedestrian 
area will gain in importance as the 
main shopping area, while entrances 
and show windows directed toward 
parking areas may gradually disap- 
pear. The smaller shopping center, 
neighborhood and district, following 
the lead of the regional center, will 
separate mechanized traffic from foot 
traffic and establish protected pedes- 
trian areas. 


strong 


see 


away. 


Considering the entire field of re- 
tailing, each form of shopping facility 

the neighborhood center, the dis- 
trict center, the regional center and 
the central business district—has its 
own particular and distinctive role, 
and all them can flourish simul- 
taneously. 
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CAP After Two Years 


4fter more than two years’ operations, CAP is 


HIRTY months ago the Certified 
4 ged Program of the Federal 
Housing Administration was started 
tentatively and experimentally in 


The 


was to make the benefits of 


seven of its 75 district offices. 
purpose 
FHA’s programs available in the areas 
had been difficult 


which previously 


to serve 
Chis program was not intended to 
FHA 


but to augment the geographical cov- 


replace the service offered by 


to extend into small 
the 


erage effectively 


towns and distant sections of 


country 

By June 4, 1958 the 
widened to include 21 of 
FHA district offices. 
from the pioneer offices proved that 
the 


CAP service 
the 
Favorable results 


was 


plan was both practical and 


worth-while extension of 


CAP 


the Housing 


However. 
nation-wide was delayed until 
Act of 1959 assured FHA 
of sufficient insuring authority to 
make the program workable. It 
adopted for all but three FHA district 

The 
which 


FHA 


was 


24 last year 
Island 

from the 
Puerto Rico. 


offices on October 
exceptions are Rhode 
has no 


office 


area remote 
Alaska and 


[wo important factors have ham- 


pered the nationwide extension since 


October. Mortgage money has been 


scarce and early winter months are 


traditionally the slow season in con- 


struction 
Aside 


perience in 


starts. 
hindrances, ex- 


offices 


from these 
the 


CAP since 1958 has shown that mort- 


pioneer using 
gage lenders are well advised to qual- 


ify and be ready to use CAP when 
the upturn in construction comes. 

Che FHA record as of the end of 
1960 shows that about $325 


CAP 


was placed on 5682 new and 26,593 


January 


million of mortgage insurance 
existing homes. with commitments 
$100 


and 


million 
7463 


amounting to another 


92 


outstanding on 3330 new 
existing houses. 

While a substantial part of this cov- 
might have handled di- 
rectly by FHA personnel in district 
offices, many of these transactions pre- 


erage been 


30 THE MORTGAGE BANKER + May 1960 


still just as attractive and just as important to mort- 


gage lending as it was when it was being widely 


hailed as one of the most constructive developments 
FHA ever made. CAP has been successful and FHA 


deserves a great deal of credit for the effort. 


By JULIAN H. ZIMMERMAN 


FHA Commissioner 


viously were too remote for FHA offi- 
ces to handle fast enough to please 
builders and owners (not to mention 
lenders who draw no interest on un- 
invested cash). 

Reports from 21 FHA offices that 
pioneered the program showed the 
CAP totals as of January 31, 1960 in 
the accompanying table below. 

These figures emphasize that the 51 
FHA offices which adopted CAP only 
last October are not yet in their stride 
even though they are “open and ready 
for business.”” The original 21 offices 
have proved to the satisfaction of the 
FHA that CAP can and 
work, but that it no better 
than the number and disposition of 
the taking advan- 
tage of it. 


work does 


will be 
mortgage lenders 

CAP is limited, for practical rea- 
sons, to single family dwellings under 
As a general rule 
CAP for 


than five commitments simultaneously 


Section 203b or 1. 


no builder can use more 
in any one location. CAP, in general, 
is intended to serve cities of less than 


20,000 population that are 50 miles 


miles from an FHA valuation office. 

To qualify for participation in CAP, 
a lender must apply to his district 
FHA office and send designated rep- 
resentatives to an orientation course 
in FHA procedures. This is essential 
because FHA relies on the lender to 
pass on the borrower’s credit rating. 

Qualified local people are recom- 
mended by lenders to be taught FHA 
objectives and to learn what is re- 
quired in property appraisals and in- 
spections. After training, lenders and 
appraisers work together in their home 
areas as duly accredited agents for 
FHA. 

After 25 years of experience with 
mortgage insurance, FHA has devel- 
oped a highly technical system of 
evaluation and appraisal which has 
assured the liquidity of the FHA pro- 
gram and developed quality in mort- 
gaging as well as in building construc- 
tion. 

Using the FHA methods as a basis, 
an FHA committee produced simpli- 
fied forms to be followed in appraisal 





from an FHA district office or 30 (Continued on page 32) 
OFFICES DATE STARTED COMMITMENTS INSURED 
New Existing New Existing 
Ist seven 10/ 1/57 1974 10815 1368 9012 
2nd seven 3/27/58 2424 12390 1753 9147 
3rd seven 6/ 4/58 4532 10677 2561 8397 
Total for first 21 opened 8930 33882 5682 26530 
Total for 48 offices re- 
porting 1/3/60 9012 34059 0 26593 
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ONE OF MORTGAGE BANKING’S MAJOR ISSUES 


ROM the point of view of our industry, and 
of the general economic well-being, one piece 
of pending legislation has an importance out of 
all proportions to its apparent significance to 
the casual observer. This bill is H.R. 10590, 
designed to give the Treasury a measure of 
flexibility in handling the public debt. It permits 
the advance refunding of outstanding long-term 
bonds and the issuance of a limited volume of 
new long-term bonds with yields in excess of 
the present limitation of 414 per cent interest. 
It eliminates the ceiling on savings bonds and 
on bonds in the government’s trust accounts. 
As things stand now, and 
as they will continue to be 
unless this legislation is passed, 
the Congress has effectively 
prevented the Treasury from 
doing any financing for a 
term longer than five years. 
There may be some who think 
that, because mortgage funds 
come from the long-term area, 
this limitation does not affect 
the mortgage market. The 
facts are, however, that the handicap on the 
Treasury is also a severe handicap on mortgage 
banking. It is a handicap as_well on those who 
wish to build or buy houses and other property. 
Here is what the interest rate limitation does. 
Because the Treasury must confine itself to the 
short-term market (where there is no interest 
ceiling), the excess of offerings in this narrow 
area naturally forces yields up. There have 
been times during the past twelve months when 
the short-term rate has actually been higher than 
the long-term rate. As one result, the cost of 
short-term credit for construction purposes has 
shot up, thus directly increasing the cost of build- 
ing and cutting down the amount of activity. As 
another result, the cost of interim financing for 
warehousing mortgages has similarly risen, often 
to a point where it has been impractical for a 
mortgage banker to attempt to carry an inven- 
tory of loans. This has decreased the volume of 
advance commitments and created serious un- 
certainties for builders and home buyers. 
These, however, are by no means all the 
difficulties that flow from the Treasury’s predica- 
ment. As the volume of short-term government 
obligations increases and as their interest rates 
rise, they become more and more attractive to 
individual investors who otherwise would leave 
their funds with the savings institutions that 
supply the mortgage market. A striking example 
of this occurred last October, when the Treas- 
ury’s 5 per cent, four year-nine month issue of 
that time took on the aspect of a raid on the 
accounts in mutual savings banks and, to a 





B. B. Bass 


lesser extent, savings and loan associations and 
commercial banks. Many of the severely affected 
institutions have been virtually out of the mort- 
gage market since that time. 

What happened last October could—and very 
well may—happen again. While interest rates 
have receded from their peak levels, they ob- 
viously have not dropped enough to make 414 
per cent an attractive yield for a long-term 
bond. All that is needed to prove this is a look 
at recent quotations on the 41%4’s the Treasury 
put out in April. When, in the course of the 
year, mortgage demand picks up, the demand 
for consumer credit increases, corporations begin 
to increase their capital outlays, and the Treas- 
ury is forced to finance a seasonal deficit and 
to raise cash to cover the attrition on its re- 
fundings, a repetition of last October’s experi- 
ence could abruptly curtail the now expanding 
housing market. 

We can’t blame the Treasury for this. If the 
interest rate restriction is not relaxed, the Treas- 
ury will have no choice but to do what it has 
done, unless it is to press its obligations upon 
the commercial banking system. This latter 
choice would produce a monetary inflation and 
higher costs for everything—a situation that cer- 
tainly cannot help people to build or finance. 

On the other hand, if H.R. 10590 is passed— 
and at the same the federal budget kept under 
control—the pressure on the short-term market 
will be much reduced, while the amount of 
advance refunding and the moderate amount 
of other forms of debt-lengthening that the 
Treasury plans will have a minimal effect on 
the long-term yield situation. In every respect 
our industry will be better off and our whole 
economy in a much safer condition. 

In spite of the repeated arguments of the 
Treasury, the requests of the President, and the 
support of practically every group associated 
with building and mortgage finance, the Con- 
gress has so far refused to approve this vital 
measure. Is there, perhaps, a feeling that it is 
“good politics” to let the interest limit remain 
irrespective of the dangers this involves? If there 
is, I strongly suspect that again someone is 
grossly underestimating the understanding and 
temper of the public today on this matter. 

But, in any event, a good way to show that 
this is not “good politics” is for everyone who 
understands the issue to inform his Senators and 
Representatives of his views. This must be done 
promptly, because the present session will almost 
surely end early in July. 


- 
PRESIDENT 
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and inspection by the CAP agents. 
[hese simplified forms, after receipt 
from the field, are reviewed in the 
FHA district office to guard against 
mistakes and to be sure that each 
case has been completed according to 
requirements. A post-endorsement re- 
view of all cases is also made to see 
that FHA standards have been main- 
tained. This surveillance by the dis- 
trict office saves the local lender and 
agents from costly mistakes and serves 
to spot problem areas immediately 

Che key person for mortgage lend- 
ers to approach is the FHA zone in- 
surance program advisor. These men 
are the “missionaries” who can visit 
localities and suggest what might be 
done and how 

Each FHA district office maintains 
its own list of qualified CAP apprais- 
ers. Many offices report a great need 
for such qualified agents. No exami- 
nation is required, as is usually the 
case for real estate agents or brokers, 
but FHA does expect some experience 
in the field and the knowledge of 
FHA requirements which is gained 
through the orientation course 

It is interesting to note that more 
than $1 million in appraisal fees were 
channeled through the CAP to pri- 
vate appraisers and inspectors at the 
local level since the program’s incep- 
tion. 

I heartily endorse the Certified 
Agency Program and urge mortgage 
lenders to take full advantage of it. 


LAND PLANNING 

Continued from page 23) 
to create a group of houses, perhaps 
even an entire community if the tract 
is large enough, in which attractive 
appearance, preservation of natural 
features, street safety, economy in util- 
ity layout and many other objectives 
are combined in a balanced relation- 
ship. 

> The investor has as physical se- 
curity for his mortgage a property 
representing a better value and prom- 
ising greater stability than might oth- 
erwise be the case. 

[he mortgage company has pro- 
vided a little better service to three 
important customers—the builder, the 
mortgagor and the mortgagee, and as 
a result has improved the profitable 
relationship with existing clients which 
is the best advertisement for new busi- 


ness. 
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- Inland Mortgage Corporation originates and brokers VA, 
FHA, and Conventional mortgages. 


2. Availability—over 20 states. 


3. Inland mortgages are owned by nearly 300 financial 
institutions. 


4. Wide range of investments available—one mortgage 
or hundreds. 


5. Immediate or deferred delivery. 
6. Fast processing, using latest IBM equipment. 


Our services are available to individuals or mortgage brokers, and 
to mortgage, financial, investment, insurance, or banking firms. 


Contact us today. Call, wire, or write J. J. Flynn, Executive Vice 
President, Inland Mortgage Corporation, 501 So. College St., Piqua, 
Ohio. Telephone PRospect 3-7550. 


Inland Mortgage Corporation 


PIQUA, OHIO 








N THE March issue of The Mort- 
] gage Banker my _ good friend, 
Ehney Camp, set forth the case for 
the single audit from the viewpoint 
of the life insurance company. 

What is the feeling among the sav- 
ings bankers? 

The answer may be the one given 
by the audience at a panel discussion 
of single audit in February at the 
Annual Conference on Operations con- 
ducted by the National Association of 
Mutual Savings Banks. At the con- 
clusion, by a showing of hands, ap- 
proximately 75 per cent of the at- 
tendants requested that the subject 
be given further study towards the 
creation of a uniformly acceptable 
procedure. 

NAMSB 
banks in 17 states. 
there was a registration of 675, rep- 
resenting 218 institutions from 14 
states. These institutions together rep- 
resent six billion dollars of out-of- 
state mortgages which are being serv- 
iced for them by mortgage bankers. I 
mention these figures because a big 
slice of the servicing pie is considering 


represents 518 savings 
At the conference 


single audit. 

Now, what is meant by the phrase 
single audit? First, a definition and 
then an example. 

My own definition, which can be 
improved upon, is this: A procedure 
of audit of a servicing agent by its 
own independent certified public ac- 
countant which encompasses not only 
the usual operations necessary for its 
report to the management of the com- 
pany, but which simultaneously in- 
cludes an examination of the accounts 
which the servicer is supervising for 
its institutional investors. A corollary 
to this definition is the requirement 
that the C.P.A. be acceptable to the 
institutional principals. 

Now here is a practical example of 
how this system would work. We have 


a Western correspondent who services 
almost $3 million in loans for us. The 
firm also services loans for 21 other 
savings banks in New York State. The 
independent audit of this servicer for 
its own stockholders is conducted by 
Haskins & Sells. 

Under the suggested single audit 
procedure, Haskins & Sells, at the 
time of its audit of the company’s 
affairs, would also audit and verify 
the accounts of each of the 22 princi- 
pals. Each principal would receive a 
certification from Haskins & Sells as 
to its own account. 

Let me translate this one example 
to our whole servicing problem. Amer- 
ican Irving now has 54 servicers scat- 
tered throughout the United States. 
Many savings banks use these same 
servicers. As a matter of fact, the list 
of savings banks which these 54 con- 
cerns represent contains the names of 
177 savings banks in Manhattan and 
the Bronx and 90 in Brooklyn. Of 
course there is a terriffic duplication 
in this list of 267, but I 


in names 


| SERVICING | 
Savings Banks Will Look 


Favora 


bly on Single Audit 





By CLINTON W. SCHELLING 


Vice President, American Irving 


Savings Bank, New York 


mention it simply to prove one fact. 
As only 26 savings banks in New York 
City are involved, it can be seen that 
our “average” servicer represents 10 
savings banks in this city alone. 
Now, expand these figures from a 
city census to state wide and then to 
sure 


am you 


national proportions. | 
can see the common ground here be- 
the and the 
mortgage servicer. A uniform pro- 
cedure of single audit for all of these 
accounts should eliminate considerable 
time—all of 


tween savings banker 


confusion and waste of 
which spells money savings to the 
servicer. 

Ehney Camp is leading the way for 
the life insurance companies with the 
Liberty National Life Insurance Com- 
pany. Suppose these companies come 
aboard the wagon, or most of them? 
Then suppose FNMA comes along? 
Doesn't this spell simplification for the 
intelligent mortgage servicer? 

The logical way in which to estab- 
lish this procedure is through MBA. 





Berks Title Insurance poli 


service to Corporations and i 


Agencies throughout Delaware. Florida 
lina .. Virginia... Ohio... Pennsylvania 





Protect your mortgage investments wich 


otherwise invest in real estate. 


ath (Jitle ins uRANCE COMPANY 


READING, PENNSYLVANIA 


cies. Berks Title offers full 


ndividuals who buy, lease or 


New Jersey. North Caro- 
District of Columbia 


Maryland 
West Virginia 
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Admistrative Strength - 





In the future, the mortgage banking firm that will succeed best won't 


necessarily be the largest in servicing volume or have the greatest 


capital but will be the company which has perfected its organization 


into a smoothly functioning unit where administrative responsi- 


bilities have been properly allocated—one which has developed real 


administrative strength. Change is constant and the mortgage 


industry is no exception; those with whom mortgage bankers deal will 


look for 


and expect—a high degree of administrative strength 


and it’s something that can be achieved if the mortgage 


hanker goes at it with a will and a purpose. 


By WILLIAM IL. DeHUSZAR 


Vice President & Treasurer, Dovenmuehle, Inc., Chicago 


mort- 


HE STRENGTH 


age banking organization is most 


ol the 
financial terms, 
the 


terms of its 


often expressed in 


that is, in terms of size of its 


capital or at times in 


servicing volume, which, of course, 


represents its relationship to its in- 


vestors and builders with whom it 
does, or did, business. The future 
place and success of the mortgage 


banking organization will become also 
dependent on an 
of ten-overlooked 
sufh- 


ciently emphasized 


and not 
qualification 
strength within.” 
or shall we call it 


administrative 





strength”? This is 
the phase of the 
responsibility that 


W. L. DeHuszar 


nortgage bankers 


of today must create, cultivate, or 


strengthen in order to survive and 


succeed in this decade 


Automation and competition tor 


prices and fees has placed a high 
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premium on efficiency and on the 
ability of the mortgage banker to face 
the challenges that are ahead. In this 
struggle the administrative responsi- 
often 
administration” has 


bilities have been overlooked. 
Since the word 
many connotations, let us define what 
it means here: It is a management ef- 
fort to make the best possible use of 
the company’s existing resources and 
the effort which 


should develop new resources and at- 


talents: it is also 


tract new talents. 

In the past two decades when the 
mortgage banking industry has grown 
that it is 


most 


to the size today, it was 


relatively easy for mortgage 
bankers to prosper. Funds were gen- 
erally plentiful and the paternalistic 
attitude of the the 


form of the G. I. loan program, for 


government—in 
instance—certainly did not challenge 
the mortgage banker’s skills. Investors 
of today, however, will do business 
with only those mortgage bankers who 
are masters of their profession, who 
built an organization, and built it on 


the proverbial rock. 


Our industry’s so-called struggle in 
years to come will be remembered as 
the era of “survival of the fittest,” 
since during these years only adminis- 
tratively strong companies will have 
survived. The criteria of this survival 
will not be the size of the company, 
or the size of its volume, but its ad- 
ministrative strength and the sound- 
ness of its organizational structure. 
Investors’ continuous references and 
inquiries as to management succession 
has already made most mortgage 
bankers introspective. The point of 
emphasis in this article, however, is 
not the question of management suc- 
cession, or of control, or succession of 
leadership by a few top people, but 
the survival of a smoothly running, 
reliable organization which does not 
and could not falter under any strain 
or internal catastrophe. 

Mortgage bankers of this 
can prosper with administrative know- 
how only, whether this strength comes 
from the president of the company 
or a so-called administrator of the 
affairs of the company. The adminis- 
trative ability will become a close 
second to the ability of the firm to 
obtain funds and produce loans. The 
administration of the mortgage bank- 
er’s office is a top management func- 
includes such basic in- 
gredients as personnel management, 
office management, management of 
fiscal responsibilities, and the handling 
of the servicing of loans which of 
late been referred to as “loan 
administration.” The administration 
effort thus enables the company to 
make full use of all of its capabilities 
through proper planning, organiza- 
tion, co-ordination and internal con- 
trol. 

Where can each company find the 


decade 


tion, which 


has 


h-A Key to Survival 





administrator who can perform these 
tasks? The administrator may, of 
course, be the president of the com- 
pany; in some organizations the top 
loan officer may be best suited for the 
Most likely, however, the best 
the servicing 
the 
perfected his operations, 


job. 
qualified man may be 
manager who, during few 
has 


broadened his scope of activities and 


past 


years 


influence, and increased his responsi- 
bilities, and thus is now ready to step 
up to this post. This, however, is not 
an exclusive avenue of promotion, 
since administrative qualifications 
must include over-all managerial abil- 
ities ability not only to manage 
things, but people. 

While until recent years the table 
of organization of a mortgage banking 
organization normally included a pro- 
duction chief and a servicing 
ager, the table of organization now 
We must make room 


man- 


must be revised. 
for an administrative head and place 
him under the president and over the 
servicing manager. This is almost a 
logical rearrangement, since through 
the joint efforts of investors and serv- 
icers many of the servicing routines 
have become fairly standardized. Fur- 
ther 
now come from new ideas generated 
through the continued 
administrative efforts. 


improvements in servicing will 


utilization of 
A well organ- 
ized, well managed, smoothly running 
servicing department will, of course, 
always be one of the most important 
assets of the company. 

Whether the responsibility for the 
loan servicing operation is under the 
head of the administrator should de- 
pend on the background of the man 
who is designed to be the company 
administrator. As_ stated 
servicing manager could well be the 


above, a 


administrator, and a well-rounded ad- 
ministrator would easily assume the 
responsibilities of the servicing man- 
ager, responsible, of course, for over- 
all servicing responsibilities only. 
What, then, are the administrative 
the mortgage 
do in orde1 


responsibilities of 
banker? What 
that his company be the “fittest” to 
survive? 

>» Create a team through the selec- 
tion of personnel, establishment of in- 
centives and appropriate profit shar- 
ing opportunities. The company must 


must he 


be inspired to work as a team. It 
must attract and retain top flight per- 
sonnel in all phases of the work and 


activity. 
> Train the team, not for a job 
alone, but for the attainment of a 


professional status within the mort- 
gage banking framework. Thus an 
up-to-date educational program for 
the entire company will also become 
mandatory. Under this objective also 
falls the preparation of material which 
will bring about the fulfillment of this 
objective. 


» Provide management with accu- 
rate and up-to-date information on 
every facet of the business. This does 
not mean elaborate statistics or cost 
data, but information to the point 
and helpful for more profitable opera- 
tions. 


» Improve operating techniques. 
Improvements in operation should not 
come as the result of pressure within, 


Continued on page 47, column 2) 





Simple Interest Pre-Calculated ... 


We remind vou that we have 
recently published a truly phe- 
nomenal simple interest table. 
It shows the interest for each 
dollar up to $100 and each $100 
up to $10,000; for each day up 


to 220 days. 


And it does this for 19 different 
rates, consisting of all quarter 
rates from 3% to 7%, and also 
7% and 8%. 


It is big (14x 10 inches); it has 
900 pages with a thumb index, 
and it weighs 642 pounds. 


FINANCIAL puBLIisHING COMPANY 
82 Brookline Avenue, Boston 15, Mass. 


PUBLISHERS OF BIGGER TABLES WHEN BIGGER TABLES ARI 


This all measures up to a new 
standard of scope in the contents 
of a simple interest table. In 
turn, this means that vou can 
find what vou want in this book, 
and figure simple interest faster 
and more economically from it. 
The price is $25 and well worth 
it. We'd like to send a copy to 
vou on approval for trial use, and 
let the book sell itself. Ask for 
‘Financial Simple Interest 
Tables”, publication No. 43. 


KENmore 6-1827 


BETTER TABLES 
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C. J. Horn ls Named New Jersey MBA President 





Charles J. Horn, vice president, The 
National State Bank of Newark, was 
elected president of the New Jersey 
MBA at its 


2ist annual meeting in 





A. S. Rosen, manager, Block Monr- 
gage Company, Inc., Little Rock, was 


named president of Arkansas MBA for 
the coming year, succeeding William 
E. Terry. Elected vice president was 
W B. Case. 
Bettes Company and named secretary 
A. Mooney. as- 
sistant cashier, Union National Bank 
Abo 2S. Mi ss7rs Rose n. Mooney and 


Case 


vice president, T. J. 


treasurer was Harry 
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Newark, succeeding Raymond A. Mul- 


hern, vice president of Underwood 
Mortgage & Title Co. Also elected 
were Robert E. Scott, president, R. E. 


Directors named were Elbert L. 
Fausett, president, Fausett & Co., 


Inc.; Jack Collier East, president, Jack 
Collier East Co., Inc.: H. T. Watkins, 
president, H. T. Watkins Company 
and William E. Terry, president, Wm. 
E. Terry Co., Inc. 

Program Committee: Chairman, 
Wm. E. Terry; Byron Schriber, secre- 
tary, Weaver & Company and Mrs. 
Leona Rhein, vice president, Ameri- 


Scott Mortgage Co., Elizabeth, N. J., 
first vice president; Robert G. Guem- 
pel, assistant vice president, Jersey 
Mortgage Company, Elizabeth, N. J., 
second vice president; and George M. 
Johnson, president, Fidelity 
Union Company, Newark, 


vice 
Trust 
treasurer. 

Robert E. Smith, second vice presi- 
dent, The Mutual Benefit Life In- 
surance Company, Newark, is presi- 
dent of the Association’s Educational 
Foundation and Philip Zinman, chair- 
man of the board, South Jersey Mort- 
gage Co., Camden, N. J., is vice presi- 
dent. 

MBA President B. B. Bass was guest 
speaker at the Association’s dinner, 
talking on “Mortgage Problems and 
Opportunities Today.” 

Left, MBA Second Vice President 
Carton S. Stallard, President Bass, 
Mr. Horn and Mr. Mulhern. Below, 
speakers’ table. 
can Mortgage Investment Corpora- 
tion. 

Membership Committee: Chair- 
man, R. S. Del Donno, vice president, 
Charles H. Curry & Company; H. T. 
Watkins, president, H. T. Watkins 
Company and Mr. Mooney. 

Public Relations Committee: Chair- 
man, Roy Bilheimer, executive vice 
president, Guardian Company; W. P. 
Spotts, treasurer, Little Rock Abstract 
Company and Wm. H. Overby, as- 
sistant vice president, First National 


Bank in Little Rock. 


Paul Pfister Named 
Indiana MBA Head 


Paul Pfister, J. B. Pfister Co., Terre 
Haute, was elected president of Indi- 
ana MBA. 

Other officers are Harry Fitz- 
gerald, vice president, Peoples Savings 
Bank, Evansville, vice president; R. 
W. Stockwell, Union Title Co., Indi- 
anapolis, secretary and E. A. Whilhite, 
vice president, Gary National Bank, 





treasurer. 
Directors, elected for a three-year 
term, are Albert A. Savill, Indianapo- 
lis; R. H. Waterfield, Fort Wayne, and 
William C. Smith, Richmond. 
Harold Bobeck, vice president, Lin- 
coln National Life Insurance Co., Fort 
Wayne, was named to head a training 
program for the mortgage field in 
co-operation with Indiana University. 


New Correspondents 
State Group Forms 


The Washington Mortgage Corre- 
spondents Association is a new state- 
the State of 
Washington—first of its kind 
as its name indi- 


wide organization in 
ever 
organized—and is, 
cates, devoted to the interests of mort- 
gage companies which represent out- 
of-state investors. Washington has 
long had several strong local mortgage 
bankers associations, particularly the 
Seattle MBA, a 


long standing, but the new group has 


regional group of 
set several objectives for itself which 
can be best accomplished in a spe- 
cialized type of organization. About 
90 per cent of FHA lending institu- 
tions in the State are in the new group 
and charter members include mort- 
gage firms in Seattle, Spokane, Ta- 
coma, Everett, Yakima, Walla Walla 
and Longview. Meetings are sched- 


uled every quarter and from each 
member firm a trustee is elected and 
it is the trustees which officially rep- 
resent member firms at the regular 


meetings. 


Original officers include President, 
William A. 
gage Company, Seattle; Vice Presi- 
dent Richard G. DeDonato, Securities 
Intermountain, Inc., Spokane; Secre- 
Howard F. Whims, 
Mortgage Company, Seattle; and 


Branigin, Carroll Mort- 


tary, Securities 
Treasurer, Robert G. Garner, Great 


Western Mortgage Inc., 


Yakima. 


Company, 


The organization’s Executive Com- 
mittee is composed of the officers and 
Harry E. Mangan, Paxton-Kent Com- 
pany, Walla Walla; D. A. Belfoy, 
Ward Smith, Inc., Tacoma and 
Donald E. Marr, J. L. 
Company, Spokane. 


Cooper & 


One of the principal activities will 
be in the field of legislation. It is 
contemplated that effort will be made 
the State’s 
laws to benefit both lender and in- 
vestor as well as the public. Various 


to modernize mortgage 


projects in education and research are 
also planned. 





>» DOWN LOUISIANA WAY: A 
new administration takes over for the 
Louisiana MBA at their annual con- 
vention in New Orleans. 

Seated, left to right, outgoing presi- 
dent W. W. Baltar, III, Baltar Mort- 
gage Company, New Orleans; MBA 
President B. B. Bass; David G. Laux, 
Standard Mortgage Corporation, New 
Orleans, president-elect. Standing, left 
to right, William G. Cooksey, Blaylock 
Investment Corporation, Lake Charles, 
senior vice president; Russell A. Foti, 
First National Mortgage Corporation, 
Baton Rouge, Lloyd 
Adams, Lawyers Title Insurance Cor- 
poration, New Orleans, secretary and 


treasurer; 


>» BIG STAFF: There are 8 million 
civilian government workers, Federal, 
state and local, or about | for every 
21 Americans. 

The most recent count shows there 
were nearly 200,000 more government 
workers last October than the year 
before. Most of this increase came at 


A. K. Northrop, Jr., Dane & North- 
rop, Inc., New Orleans, vice president. 
Elected to the board were Mr. Bal- 
tar; Frank Brasher, Rapides Bank & 
Trust Company, Alexandria; L. E. 
Chasey, L. E. Chasey & Company, 
Lake Charles; Laurance Eustis, Jr., 
& Galbreath New 
Waldo E. Pan 
American Life Insurance Company, 
New Orleans; John B. Pugh, Dean 
& Pugh, Inc., Baton Rouge and Louis 
P. Wolfort, First National Mortgage 
Corporation, New Orleans. Below, the 
distaff side in New Orleans, Mrs. 
Laux; Mrs. Bass and Mrs. Baltar. 


Eustic Inc., 


Orleans: Francois, 





Federal 


level. 
civilian employment in 1959 was 2.4 


the state and local 


million; state and local, 6.1 million. 

While Federal civilian workers have 
decreased by 35,000 in the period 
from October 1946 to October 1959, 
state and local employees have in- 
creased by nearly 2 million. 
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EDUCATIONAL PROGRAMS 


For every area, for every need 


.. the years MBA has created While MBA takes great pride in its educational program, 
and constantly expanded its ed- ' ; ae ; , , 

ee a ; firm in the conviction that it has made a contribution to the 
ucational program which has well 


fulfilled its primary objective of pro- industry's progress of almost immeasurable degree, it knows 
viding a training ground for young ; 

a porear a that there are many areas yet to be fully explored. One of 
men and women in, o1 just entering, : ° 


the fields of mortgage lending and in- them is education in mortgage lending at the local level; and 


vesting. There has been a consistent although many achievements have been recorded, there is 
broadening of the scope of its curricu- ; , 
lum until mow just shout every area more to be done—and it has to be done by people locally, working 
one encounters in the realm of mort- locally with a local appreciation of every circumstance involved. 
rage credit is covered by the Schools 


of Mortgage Banking at Northwestern 


By FRANK W. REED 


and Stanford Universities. The effort — 
Vice President, The First National Bank of Orlando, Florida 


has been one of the finest achieve- 


ments of the Association during the , 
erowth it has taken there is a good deal of dent, T. J. Bettes Company, Tulsa; 


local effort being put forth and it is and Gordon Seibert, president, Nickels 
stature to mortgage banking it would all paying off in many ways. There & Smith Co., Minneapolis. 
is a sub-committee of MBA’s Educa- Different groups have followed 


industry's present period of 


and expansion. It has given a certain 


not otherwise have had and has en- 


abled younger people in the field to tional Committee which has for its varying patterns. In an effort to be 


immediately share in the best experi- responsibility the task of observing of some assistance to groups wanting 











ence of those who have been successful and expanding this side of the educa- to form new programs, this subcom- 

in the various areas tional effort. It consists of the writer mittee studied these local training 
All in all it has been a resounding 8 chairman; P. E. Alford, Vice Presi- programs conducted in 1959. It cir- 

success and the most tangible evi- 

dem e of it 18 that all over the country ———— = 

younger people are moving to — o1 

have already arrived at top spots in WE MAINTAIN A NATIONWIDE MARKET IN 


mortgage lending and investing 


But mortgage lending has been in FNMA COMMON STOCK 


the past, and remains so today, lo- 
calized to an important degree. Edu- BLOCKS @ ROUND LOTS ©@ ODD LOTS 


cation at the local level is also im- 

portant and has been fully recognized AND 
from the beginning. There is an im- 

portant trend in this direction and it FHA DEBENTURES 
is one that has been developed to a 
large extent by the efforts of local Please call or write—Mr. Clarence W. Ostema 


people in their own communities. 


MBA has helped and assisted where CHILDS SECURITIES CORPORATION 


it could, but essentially the program A Subsidiary of 
of local education has been at the c. F. CHILDS and COMPANY 
vrass ots S » th b 4 ish- 
anaaer ome of the accomplish The oldest house in America specializing in Government Securities 
ments in this field have been pat- 
terned after the MBA Senior Execu- ONE WALL STREET NEW YORK 5, N. Y. 
Telephone WHitehall 4-7100 Teletype NY 1-2340 


tives Conferences, while others have 
Chicago * Boston * Pittsburgh * Cleveland °* St. Lovis 


been narrowed to the servicing side 


























of the business. But whatever form — 
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cularized all state and local MBA 
groups as to what they did and how 
they did it. 

The results of the survey showed a 
strong need for emphasis on such edu- 
programs at the local and 
state levels. Of some 50 replies, 39 
have no program of local education 
at this time. 

Of those groups having such pro- 
grams, their themes vary widely, rang- 
ing from a one hour luncheon discus- 
sion on a single subject, to visits to 
local FHA and VA offices, to man- 
agement lectures confined to a single 
subject, to short and simple panel 
discussions, to full ten-week highly- 
organized courses, to co-sponsored pro- 
grams with a local educational insti- 
tution. included production, 
some servicing, but very few seemed 
to encompass all phases of our opera- 
tion. There seemed to be no central 
purpose or idea running through all 
A number indicated an 


cational 


Some 


the replies. 


eagerness for such formula and rec- 
ommendations as the subcommittee 
might develop. 

As a result of the survey and 


study, these general conclusions were 
reached: . 

» State and local MBA group 
should establish local seminars and 
other local educational functions. 

» Local seminar programs and ma- 
terial should not be directed to the 
top echelon of management since such 
personnel usually attend conventions, 
senior executive meetings, conferences 
and seminars sponsored by MBA. 

>» There should be no conflict nor 
or at any rate, as little 
as possible the local semi- 
nar educational programs and the 
program of the School of Mortgage 
Banking and the regional conferences 
and clinics sponsored by MBA. Be- 
tween the two levels of subject ma- 
and 
can be 


overlapping 
between 


terial, personnel in attendance 


matters for discussion, there 
no duplication. 

> The local seminar should be a 
aimed toward the education 


and enlightenment of the employee 


device 


below the strata of top management 
and including all office personnel 
those who cannot, for one or more of 
a number of reasons, participate in 
the presently established and future 
educational programs of MBA. 

> While the format to be followed 
by local seminar groups might well 
differ in various sections of the coun- 


try, programs should be adopted as 
will best furnish that instruction par- 
ticularly needed. 

> Instruction should cover such 

material as will assist in the individ- 
ual’s particular tasks in the local of- 
fices, specific to that area’s operations. 
>» Recommendation should be made 
for the establishment of accredited 
mortgage and real estate classes in 
various cooperative local and _ state 
educational institutions. MBA mem- 
bers should be urged to assist as in- 
structors as well as to encourage their 
employees to attend such classes. 
>» In planning local seminar pro- 
grams, it is recommended that they 
be well and carefully planned to in- 
sure: 

a. Location accessibility to further 
good attendance. 

b. Timing to meet the convenience 
of the largest number. 

c. Leaders and 
selected for their ability to in- 
struct as well as their thorough 
knowledge of the topic assigned 
them. 

d. Program material to be de- 
signed for mortgage personnel 
only —and to that 
deemed apropos to that certain 
area at that particular time. 

e. Mortgage lending background, 
history, present trends and pub- 


instructors to be 


embrace 


lic relations aspects to be in- 
cluded in the agenda. 


f. Sufficient emphasis on the im- 


MORTGAGE FINANCING 


FHA— 
VA— 
Conventional — 


Capehart— 


NATIONWIDE BROKERAGE— 


portant phases of mortgage orig- 

ination and servicing as a nec- 

essary inclusion. 

g. Employers should urge regular 
attendance, and offer incentives 
for completion of courses. 

h. Local MBA groups should “car- 
ry the ball” and see that all 
necessary arrangements are prop- 
erly carried out. 

In its study objective, the commit- 
tee had hoped to give the membership 
some idea on what is being done in 
regard to these particular training 
programs. More explicitly, here are 
some samples which have been found 
to be successful. While some aspects 
of these various programs may have 
been changed—in the interest of in- 
formed improvement to the format 
the details are fundamentally repre- 
sented as they existed at the time of 
the original analysis. It is intended 
that these displays be used only as 
suggestive guides in the initiation of 
new programs by other local groups. 
A study of these, with consideration 
as to the many ramifications for al- 
ternate programs, should lead local 
officers to the conclusion that this 
matter deserves serious consideration. 
As sample typical programs: 

1. The CHICAGO MBA offers a 
series of four courses designed to pro- 
vide an elementary but thorough cov- 
erage of the important and 
fundamental phases of mortgage op- 
Limited to members, classes 


more 


erations. 





REED & BISCO ASSOCIATES 


554 FIFTH AVE., NEW YORK 36 ° 


Circle 5-2115 


Inquiries invited 
TWX NY-1-5341 
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meet twice weekly for 14% hours and 
last for a 10-week period. Instruction 
is essentially of the seminar and work- 
shop type, with lecturers being se- 
lected top 
CMBA 


Four basic subjects are 


from management ol 


member firms 

taught: 
Mortgage Lending, Insurance, Mort- 
age Servicing and Accounting, and 


Relations. 


be taught in one semester or may be 


= 


{ 


J 


Customer Courses may all 


alternated according to demand, Cer- 


tification is based on an examination 


at the end of each Course. Tuition 


fee of $25 per course includes all 


textbooks and other study materials. 


The Course in Mortgage Lending 


covers such topics as mortgage law, 


mortgage lending appraisal, mortgage 
risk the FHA 


and VA, conventional loans, construc- 


underwriting, role of 
tion loans, selling of loans and mort- 
gage business operations 

Insurance courses cover such topics 
as principles of insurance, the mort- 
gage banker’s role, insuring methods, 
insurance companies, types and kinds 
of policies available, protection of 
mortgagor and mortgagee and errors 
and omissions. 
Mortgage Servicing and Account- 
ing covers responsibilities of the serv- 
icing department, operations of cash- 
insurance 


ier, collection, accounting, 


and tax departments, servicing per- 


sonnel, statistics, cost accounting, co- 
ordination and internal control 
Customer Relations covers good 


customer relations on the phone, in 
person and in correspondence, han- 
dling of complaints, salesmanship and 
how to get along with the public 


MBA 


holds annually a mortgage seminar in 


In addition, the Chicago 
cooperation with the School of Busi- 
the 


l'ypical program for this one day con- 


ness at University of Chicago 
ference would include such discussion 
the 


service in Chicago, future transporta- 


areas as future of suburban rail 
tion facilities in the Chicago area and 
their effect on land development, de- 
velopments in transportation and real 
estate values in Chicago, the demand 
for housing, the source of money and 
an estimate of supply for the coming 
year, the impact of urban renewal on 
real estate, policy decisions facing the 
mortgage banker and the business out- 
look. 

Contrary to the usual pattern of lo- 
cal training sessions, this particular 
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program is designed for senior officers 
of mortgage companies and the topics 
under discussion are directly related 
to local problems. 

2. In contrast to specific area 
courses, SAN DIEGO MBA offers a 
basic course of one hour each week 
for a 12-week period. Under discus- 
sion are such items as transfer of real 
property, encumbering real property, 


title insurance, the Federal Govern- 
ment’s function in mortgage banking, 
the function of FHA and VA, the 


function of the mortgage banker, con- 


ventional loans, construction loans, 
closing of the loan, credit, servicing 
foreclosures, and appraisal techniques. 

3. The OKLAHOMA MBA has 
chosen to conduct its local program 
on an annual two-day Seminar basis. 
It is designed particularly for employ- 
ees of member companies. Instruction 
in all phases of servicing and produc- 
small seminar 


tion is carried on in 


than in large general 


to encourage indi- 


groups rather 
meetings in order 
vidual participation. The program is 
that five 
sessions, each lasting 1% 
be offered on the first day and re- 
peated on the second day in order 


scheduled so simultaneous 


hours, will 


to allow various member companies 
to send a large number of their op- 
erating personnel without seriously in- 
terrupting the office routine. Course 
content is directed to supervisors and 
clerical staff and has as overall ob- 


jectives: (1) to give all employees a 
better understanding of the mortgage 
banking profession, (2) to allow em- 
ployees doing similar work to join to- 
gether in a mutual discussion and ex- 
change of ideas, and (3) to boost the 
general level of morale. 

In session, a faculty of at least two 
persons, chosen from among depart- 
ment heads and other executives of 
member companies, on each subject 
present the material and lead the 
group discussions. Subjects covered 
include: origination, processing, clos- 
ing, cashiers department, collections, 
accounting, and 
analysis, taxes and escrow analysis, 
letter writing, telephone usage, sys- 
tems and procedures, etc. 

Broken down more specifically, 
orientation courses include produc- 
introduction to punched-card 
business and 


insurance escrow 


tion, 
accounting, 
new equipment, and servicing. Round 
table seminars include handling of 
delinquencies, application and _proc- 
essing, loan closing, handling escrow 
analysis, handling disburse- 
ments, accounting by single debit, the 
cashiering operation, loan submission 
and shipping, loan servicing, account- 
ing and business communications. 

4. The TEXAS MBA sponsors an- 
nually a Production and Servicing 
Seminar designed as a two day session 
and giving consideration to both in- 
vestor and correspondent segment of 


machines 


escrow 





PERCY WILSON 
Mortgage & Finance Corp. 





First Mortgages © Direct Placements ¢ Sale Lease-Backs 
one of the Midwest’s oldest and largest 
mortgage bankers 


originating and servicing residential, 
commercial, and industrial loans for leading 
institutional investors 


complete IBM accounting and reporting systems 


134 N. La Salle St., + Chicago 2, Ill. 


CEntral 6-8270 


mortgage transaction. Under 
in the area of production 
are things as industrial and 
commercial loans (including from- 
commitment -to-closing, underwriting 
shopping centers, industrial park de- 
velopment, and mortgage loan analy- 
sis of medical clinics), production of 
residential loans, including conven- 
tional, FNMA, and FHA loans. 

In the servicing area are discussed 
such subjects as procedures for fore- 
closures of FHA and VA mortgages, 
FNMA servicing policies and proce- 
collection 


the 
discussion 
such 


dures, acceleration as a 
procedure, development of effective 
procedures for field visits to delin- 
quent borrowers, management of the 
escrow account, the importance of 
selling your servicing proficiency to 
your investor, the processing status of 
federal tax liens and the FNMA in- 
come tax problem, and others. 

In the case of the Texas Mortgage 
Seminar, subject titles and areas to 
be discussed will change materially 
from year to year, thus being a more 
fluid program than those established 
on a weekly meeting basis. 

). FLORIDA MBA holds annually 
in conjunction with the University of 
Florida, a 3-day educational clinic de- 
signed to help all persons broaden 
their understanding of all phases of 
mortgage banking. A recent clinic 
emphasized Producing and Servicing 
Mortgages, delved into such subjects 
as inflation, underwriting the prop- 
erty, underwriting the credit, your 
people are your future, expressways 
to new business, a well-planned clos- 
ing, and an extensive panel session in 
the field of servicing. 

6. FT. LAUDERDALE MBA pre- 
sents in cooperation with the Adult 
Education the County 
Board of Public Instruction a course 
in mortgage banking covering 43 hours 
of classroom and dealing 
with the history of real estate financ- 
ing and theory of lending, function of 
the morgtage banker, general mort- 
gage law, FHA theory, practice and 
forms, VA theory, practice and forms, 
conventional theory, practice and 
forms, life insurance companies and 
savings banks, banks 
trust funds and others, appraisals and 
the mortgage banking profession, le- 
gal descriptions and plat book read- 
ing, blue print reading, qualifications 
of borrower; preparing and interpre- 


Division of 


discussion 


commercial 


tation of financial statements, reading 
and interpretation of individual credit 
reports, reading and interpretation of 
commercial credit reports, real estate 
taxes, origination costs, closing costs, 
and discounts, escrows, theory and 
practice of abstracting, theory and 
practice of title insurance, theory, 
practice and forms of closing 
construction loans, construction 
draws and physical inspections, fore- 
closure and hazard insurance. 

7. PHILADELPHIA MBA through 
its servicing committee concentrates 
on about four luncheon meetings of a 
training nature per year. Typical 
topics under discussion include delin- 
quency, escrow problems, foreclosures, 
servicing questions. Local leaders of 
the industry lead these various meet- 
ings, but also have as guests such peo- 
ple as the water commissioner, the 
revenue commissioner, and the deputy 
the City of 


loans, 
loan 


director of finance of 
Philadelphia. 

8. The SOUTHERN FLORIDA 
MBA, in co-sponsorship with the 
Home Builders Association of South 
Florida, sponsored an FHA-VA work 
shop clinic during which such topics 
as land planning for VA and FHA, 
submission to government insuring 
agencies, field inspections, mortgage 
credit and trade-in housing were 


MEN FOR HIRE 


As a part of MBA’s student place- 
ment program, the Association regu- 
larly makes available to its members 
candidates which are, or soon will be, 
available for employment. All are 
interested in careers in mortgage 
banking and all have been carefully 
screened as to qualifications. To secure 
more details, address the candidate by 
the box number shown and mail to 
the Association. 


Candidate No. 99—-Box 654. Age 26, 
married, 2 children, available June 1960. 
To receive Master of Business Administra- 
tion from Louisiana State University, June 
1960. Majority of college work in Adver- 
tising, Salesmanship, Management and 
Finance. All graduate study in Finance and 
Economics. Part-time and summer work as 
securities salesman in a commercial bank 
credit department and as graduate assistant 
at Louisiana State University. U. S. Navy 
1953-54—-no reserve status. College in- 
structor comments- his work, both 
as a student and as an assistant, has been 
excellent. He is intelligent, sincere, hard 
working and reliable. He makes a good 
appearance and has a pleasant personality. 

. I am pleased to recommend him very 


highly.” 





tackled. 

9. MBA of the CAROLINAS 
sponsors an educational program an- 
nually covering a period of 2 days 
and dealing with a variety of subjects 
including conventional lending poli- 
cies on life insurance companies, how 
to operate a mortgage banking busi- 
ness, mutual the 
mortgage market, the housing legisla- 
tion outlook, and everyday problems 
in mortgage banking. Here again, it 
will be noted that the program has 
deviated from keeping these sessions 
at the clerical level and has detailed 
in part on matters of an administra- 


savings banks and 


tive and policy nature. 

10. NEW JERSEY MBA, through 
a very close alliance with Rutgers 
University, offers a formal course in 
training at that institution and pro- 
vides a scholarship to some worthy 
student in the study of finance. 

While no attempt is made to pre- 
scribe a particular program applicable 
to all local groups, it is hoped that 
this display of possibilities for the 
format of an applicable local program 
will serve a useful purpose in the de- 
sign of such a project. It is hoped 
that this enumeration might even 
serve as incentive to those groups who 
have not, until now, even considered 
or engaged in any such activity for 
the benefit of their own organizational 
welfare. In all organizations “time” 
is the parental problem, but an in- 
vestment in personnel is, in today’s 
chaotic business shuffle, an extremely 
sound investment. 

These programs are only samples 
of what can be done by local groups 
to advance both professional status 
and individual company efficiency. 
Similarly fine and outstanding pro- 
grams are conducted by other groups 
and all evidence indicated that many 
more such programs are taking shape 
now. Would it not be wise for each 
local mortgage banking group to seek 
a perspective and thus project its 
vision into the future, as an impetus 
to the formation of some comparable 
educational undertaking? 

Any group wanting additional in- 
formation or sample programs about 
the establishment of a local educa- 
tional activity, should contact Lewis 
O. Kerwood, Director of Education 
and Research, Mortgage Bankers As- 
sociation of America, 111 West Wash- 
ington St., Chicago, II. 
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Another Year for 
The School of Mortgage Banrin 





13th 
Mortgage 


the 


month, for 
MBA School of 


Banking or its predecessor will open 


EX year, 
the 
its doors for a new group of young 
people who have decided to make 
their lifetime 


mortgage banking 


careers. Some will be entering Course 
I with the objective of taking all three 
courses leading to graduation. Another 
starting their second year’s 
instruction and still a third group will 
com- 


will be 


be approaching the final goal 
pletion of the three years’ instruction 
and graduation. 

As usual, the School of Mortgage 
Banking is given in two sections, one 
at Northwestern University in Chicago 
Stanford University in 
Stanford, California. Exact schedule 


and one at 


Is 


June 19-25, School of Mortgage 


Banking, Courses I and II, North- 
western University, Chicago 
June 26-July 2, School of Mort- 


gage Banking, Course III, Northwest- 

ern University, Chicago 
July 24-30, School of 

Banking, Course I, Stanford Univer- 


Mortgage 


sity, Stanford, California. 
July 31-August 6, School of Mort- 
Course II, Stanford 


y Banking, 
University, Stanford, California. 


age 
Thus, the student entering North- 


western University this summer with 
graduation as his objective can con- 
template taking all three 


Northwestern for the next three years; 


courses at 
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but if he enrolls as a freshman at 
Stanford this will take 
Courses I and II there and Course III 
at Northwestern and then graduation. 

The School of Mortgage Banking is 
the only post-graduate and adult edu- 
cational course for those in mortgage 
lending and investing. With its prede- 
cessor Mortgage Banking Seminars, 
this will be the 13th year it has been 
offered and during that period more 
than 2000 men and women in mort- 
gage banking have been enrolled and 
more than 400 have graduated. 

The School of Mortgage Banking 
is somewhat unique among 


summer, he 


faculty 
educational efforts similar to it in that 
it is well diversified between faculty 
members of two of America’s greatest 
universities and some of the most ex- 
perienced and successful men in all 
phases of mortgage lending and in- 
vesting. From the beginning the em- 
phasis has been upon that one factor 
providing the opportunity and the 
vehicle for people who have accom- 
plished the most in mortgage origina- 
tion and mortgage investment to share 
their experience with those who plan 
to make the industry their career. 
Every aspect of what we know to- 
day as the modern mortgage industry 
will be thoroughly covered at both the 
Northwestern and Stanford. Each of 
the three courses are very full, which 
is to say that the student will be com- 
pletely occupied during his days at the 


{nother school year for the School of Mortgage Banking is just around 

the corner and time for MBA member firms to give careful consideration to 
one of the best investments they can make in the future of their operations— 
giving their personnel the benefit of SMB training, something they can se- 
cure nowhere else and something with unmatched tangible value. 


School. The idea is to concentrate as 
much learning and as much instruc- 
tion as possible within the time al- 
lotted. 

MBA members have just received 
the complete program for the 1960 
School of Mortgage Banking, which 
gives all the subjects in each course 
at Northwestern and Stanford and the 
lecturers who will cover each one. 

In addition to the curriculum at 
the Schools themselves there is the 
additional home study program which 
ties the student’s work in the universi- 
ties to a continuing effort throughout 
the year. 
members _re- 


With the program, 
ceived the application blanks to use 
in enrolling those from their firms 


they plan to send. 

The School of Mortgage Banking 
has been widely acclaimed over the 
years as one of the most worthwhile 
achievements which MBA has con- 
tributed to the growth and stature of 
the mortgage industry. Practically 
without reservation, the School has 
been recognized as one of the best 
training programs offered for any 
industry today. Significantly, it has 
been successful in appealing to a very 
wide range of people in the industry, 
that is to say, young men and women 
just entering the world of mortgages 
or who have already been in it for 
several years—and, in many cases, it 
has been just as valuable for others 


who have had quite a number of 
years of experience. 

MBA has also emphasized to its 
member firms on every occasion pos- 
sible that their most valuable business 
asset is their personnel and, further, 
the best way to preserve and enhance 
this asset is to give their personnel the 
benefit of School of Mortgage Bank- 
ing training. 

At this time, every member should 
carefully consider who in its organiza- 
tion is qualified for the School of 
Mortgage Banking and the 
application. 


Find “The Road” Is 
a Fine PR Medium 


“We are very pleased with the 
success of our showings of The Road 
to Better Living and plan to continue 
showing the film before as many 
groups as possible,” William E. Ezzell, 
president of the Central Kentucky 
Mortgage Company, Lexington, Ken- 
tucky, recently said. 

“‘We have had ten bookings so far 
including showings before the Lions, 
Rotary, Kiwanis, Optimists, Exchange, 
Junior Chamber of Commerce, Real 
Estate Board and Home Builders As- 
sociation. 

“We are presently in an all-out 
effort to have our 6 per cent interest 
rate ceiling raised by the 1960 Legis- 
lature in Kentucky, therefore the 
showing of this film about the func- 
tions of the mortgage banker has been 
most timely. We invariably have a 
question and answer period following 
the film at each program. It has been 
highly successful advertising for us. 

“The general reaction of our audi- 
ences has been excellent and we feel 
that this film will substantial 
dividends to any mortgage firm which 
uses it in the correct way.” 

Mr. Ezzell’s experience is 
many which have 
veloped in recent months as a result 
of the accelerated distribution of the 
MBA motion picture. And sometimes 

as indeed in the case of Mr. Ezzell 

the film is assuming a greater im- 
portance in some respects than had 
namely, the 
pure has for a 
mortgage originating firm. Although 
planned primarily as an industry ef- 
fort, by the industry and for the 
industry, members who have _ pur- 


process 


bring 


one of 


case histories de- 


been anticipated for it 


advertising value it 


chased prints have found that their 
sponsorship of showings accrue heavily 
to their own direct benefit. 

Through the professional distribut- 
ing firm which is handling service 
clubs, schools, colleges and similar out- 
lets, nearly 1,200 bookings have been 
arranged. Bookings for more than 
75 telecasts have been made. Re- 
cently, Chairman of MBA’s Public 
Relations Committee Carey Winston 
of Washington, D. C., offered to ar- 
range showings before the principal 
real estate boards and regional home 
builders association and, as a result, 
an important number of showings 
have already been made. Success of 
this effort has led to other groups 
and now Mr. Winston has addressed 
a communication to the local chapters 
of the Society of Residential Ap- 
praisers, Institute of Real Estate Man- 
agement and the American Institute 
of Real Estate Appraisers offering the 
same service. 

Thus, The Road goes rolling along 
and rather than run into a slackened 
period during the summer season, one 
phase at least will be accelerated—the 
telecasts. Members should be 
minded that they can still purchase 


re- 


prints at $150 each and use them to 
their great advertising and_ public 
relations advantage as Mr. Ezzell’s 
Company and others have done. For 
an additional $100 they can have a 
tailor-made trailer, identifying their 
firm with the picture. (See coupon 
below ) 

If, however, the 
print is desired, these can be secured 
by writing Association Films, Inc. at 
the Company’s nearest exchange of- 


use of a rental 


fices, which are: 
Broad at Elm, Ridgefield, N. J. 
561 Hillgrove Avenue, La 
Grange, II. 
799 Stevenson Street, San 
Francisco, Calif. 
1108 Jackson St., Dallas, Texas 


FILM ORDER BLANK 
Department of Public Relations, 
Mortgage Bankers Association 
111 West Washington St. 

Chicago 2, Illinois 


rints of the 
$150 


Please send me - . P 
film, ‘“‘The Road te Better Living,”’ at 


per print. My check payable to MBA is 
attached. 

Name a Title___ 
SOOO ecensencrnnee a 
Ss —_ —_ — 














Phone or write us today 


ADVANCE 


MORTGAGE 





Advance is now the largest servicer of 
residential, commercial and industrial 
mortgages in the Middle West 


Advance gives unexcelled service to 
both mortgagees and mortgagors 






CLEVELAND MILWAUKEE 
CORPORATION 75 Public Square Bidg. Bankers Bidg. 
x ee — MAin 1-6018 BRoaodway 3-1060 
CINCINNATI DAYTON GRAND RAPIDS 
414 Walnut St. 1449 Third National Bidg. 1006 McKay Tower 
DUaber 1-0777 BAldwin 3-9106 Glendale 9-4435 


105 W. Adams $. 234 State St. 
ANdever 3-6830 WOocdwerd 5-6770 











THE MORTGAGE BANKER + May 1960 43 





At MBA’s Jacksonville Conference 
MBA 


meet- 


as seems to be true at all 


meetings and other industries’ 


ings as well—there was a vreat deal 


of looking ahead, trying to project 


what we have now into terms of 


what we may have in the future 
We seem to have developed, MBA 
President B. B. Bass told the 


two kinds of 


con- 


ferees, mortgage com- 
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panies, one of which is the so-called 


which originates 
primarily as a 


“sideline” company 


and services loans 


feeder to other activities such as 


building, real estate and insurance. 


In his opinion, the professional 
mortgage banking companies will do 
both pros- 
depression 


really 


reasonably well during 


perous and recession o1 


periods—and, he said, “will 


win its spurs in the first serious re- 
cession we have.” 

Principal sources of money in 1970, 
in Bass’ opinion, will continue to be 
life insurance companies, mutual sav- 
ings banks, trusteed funds which will 
have become very important to us, 
and FNMA or some similar central 
mortgage bank. 
and the 


“Individual investors 





smaller funds will be particularly im- 
portant to mortgage bankers in 1970,” 
Bass predicted. “And when demands 
for mortgage funds exceed the supply 
of mortgage money coming from the 
larger investors, the private investor 
and the smaller trusteed funds will 
absorb the excess—because of the 
high yields available. 

“The mortgage banker in 1970 will 
be able through these resources to 
obtain enough additional mortgage 
money to greatly reduce the pressures 
on the federal government to subsi- 
dize the mortgage market during so- 
called tight money conditions,” he 
added. 

Bass, in his forecast of the trends 
and developments which he feels will 
characterize the mortgage lending in- 
dustry in the decade ahead, had other 
predictions to make also. 

“Apartments will increase in popu- 
larity throughout the Sixties and 
there will be more specially designed 
homes built for our senior citizens. 
More existing and older homes will 
be sold to young people and other 
lower income groups,” he predicted. 

“There will be a better preserva- 
tion of values in the older residential 
sections of our cities. More emphasis 
will be placed on maintenance and 
rehabilitation to prevent slums rather 
than on renewal and slum clearance, 
and more responsibility and costs will 
be placed on the owners of slum pro- 
perties and sub-standard housing to 
bring them up to acceptable stand- 
ards,” he concluded. 


<@&— Across the way, in the picture 
section, that’s MBA Executive Vice 
President Frank J. McCabe, Jr., Vice 
President Robert Tharpe, President 
Bass and, at the far right, Past Presi- 
dent Brown L. Whatley. On What- 
ley’s right is the famed, almost 
legendary figure, Capt. Eddie Ricken- 
backer, America’s first ace, now head 
of Eastern Airlines, who addressed the 
Conference on The Essential Ingred- 
ient for Peace. 

Below, that’s a group of five who 
were there and a scene at a reception 
by the Jacksonville group. 

Below, five more who were there and 
a shot of the YMAC breakfast meet- 
ing where Raymond Mason spoke of 
diversification in the mortgage busi- 
ness. Last two photos show speakers 
at two of the general sessions. 








Profiles of People 
at work in MBA 


W. W. DWIRE is vice president of Citizens Mortgage Corporation 
in Detroit. In charge of administering the firm’s loan portfolio, he 
is—uniquely enough—active, too, in loan production; he visits in- 
vestors regularly, applying when necessary his detailed knowledge of 
the money market to the solving of complex investor problems. Indus- 
try-wise, he stands in the front rank of those far-sighted men who 
recognized—at the very start of the postwar upsurge in mortgage 
banking—the dangerous lack of standardization in administrative and 
. accounting techniques, and who worked unstintingly 
: to effect a remedy. Bill’s early experience, as FHA 
14 office manager in Albuquerque (he graduated from 
the University of New Mexico, in that city) and as 
chief of the controller’s division for FNMA in Chi- 
cago and in Detroit, prepared him well for this 
particular role. An up-to-the-minute working fa- 
miliarity with all that is newest and best in electro-mechanical and 
electronic servicing equipment has earned him national recognition 
and respect as one of the industry's best informed experts on mortgage 
servicing operations. A driving force behind MBA’s first all-electronic 
servicing clinic, held in New York in 1957, Bill conducts this publica- 
tion’s monthly servicing page, “Servicing Tips from the Top.” And 
he lectures regularly at the MBA School of Mortgage Banking. This 
year he is chairman of the MBA Mortgage Servicing Committee—a 
real “natural” for that key spot. Operationally speaking, his commit- 
tee is one of MBA’s busiest and most closely knit, smoothest function- 
ing units. For each member is, in the truest sense, a working member. 
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GEORGE C. DICKERSON, a vice president of Stockton, Whatley, 
Davin & Company in Jacksonville, Florida, is—at 33— one of the 
busiest young men in the industry. His mortgage career to date 
provides a glowing “case history” of what a young man, entering the 
industry directly from college, can hope to find in the way of oppor- 
tunity for growth and development. A 1950 graduate of the Uni- 
versity of Florida’s College of Business Administration, where he 
majored in real estate and finance, George joined Stockton, Whatley, 
Davin in July of that year. Starting out in sales 
work, he entered the mortgage department in 1954 
and, today, is in a position of prime responsibility 
as vice president in charge of mortgage sales. “On 
the road” a good deal of the time, he works with 
his firm’s branch managers in originating loans, 
then marketing them through the Jacksonville office. 
Too, he is chairman of the firm’s Staff Advisory Committee, comprised 
of all home office operation section heads and branch managers, which 
acts in effect as a company-wide steering committee. A graduate of 
the MBA School of Mortgage Banking—in fact, in the first class to 
complete the full three-year curriculum, he has completed also the 
AIREA Courses I and II and-is a candidate for M.A.I. He is an 
avid supporter of MBA committee activity—undertaking all assign- 
ments with skill and imagination. A member of the Young Men’s 
Activities Committee, almost from its inception, he served as its chair- 
man last year. Currently, he is on the Mortgage Market Committee, 
and a vice chairman of the Conference Committee—his major MBA 
effort to date since it put him in charge, as local chairman, of the 
Southern Mortgage Conference held last month. 
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PROBLEMS IN MORTGAGES 
Continued from page 19 


function of government than operat- 
ing a restaurant, a hotel, or any other 
business including servicing of mort- 
It is hard for me 


gages tor investors 


to buy the idea that Fanny May rep- 


resents a secondary market any more 
than insurance companies that pur- 
chase mortgages by assignment. Nev- 
ertheless, Fanny May is here to stay 
At the end of the fiscal year of 1949 


it had 
million 


a portfolio of less than $500 
today it is over $5 billion It 
is not at all unlikely that by 1970 
Fanny May will have 
$10 to $15 billion 


such a potential custome 


a portfolio of 
You cannot ignore 
In short 

“If you can’t beat them, join them.” 


> So many have offered suggestions 
after the illusive “indiv- 


that I dislike 


Frankly, I am not 


about going 


idual investor” to even 


raise the question 


at all sure that it is to the best in- 
terest of mortgage originators to de- 
velop this group. I, for one, would 


hate to answer to 500 or even 100 in- 


dividual mortgagees five different 
insurance investors are bad enough 
Individuals are not generally versed 
in the swings of the mortgage market 


are not temperamentally equipped 
for the occasional forec losure I Say 


this from experience of some twenty 


years, back to my liquidation days 


> I understand the 


that 


sugvestion has 


been made private Corporations 


at the local or state level be formed 
by a group of mortgage bankers who 


FHA 


corporatwions 


into 
the 


would deposit mortgages 


these and, in turn, 


corporations would issue participa- 


tion certificates of varying maturities 


There 
many legal and technical problems in- 
but I 


and amounts are bound to be 


volved in such an operation, 
do believe the possibilities of such a 


program should be explored 


> The next recommendation is ad- 


dressed to the corporate body of the 


Mortgage Bankers Association rather 
than to individuals. There is great 
diversity from state to state in the 
mortgage laws as to the instruments 


wo 


themselves, statutory interest rates, 


and enforcement procedures. For a 


numbet business 


t types ol transac- 


tions, uniformity of law has become 
an accomplished fact. In the field of 
mortgage finance, however, success to 


Che 


any degree is vet to be attained 
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need seems clear for a push on a na- 
tional basis by those whose voices are 
powerful enough to be heard. 

> Promote confidence and financial 
in the dollar. For the past 
fifteen years we have seen a continual 
erosion of the dollar. Nothing is more 


integrity 


discouraging to the saver; he must 
have reasonable assurance that his 
money will not shrink or he, as a 


group, will not save. It is as simple 
as that. Fight inflation with all your 
power. Let not the stamp of any one 
political party stay your criticisms, if 
satisfied 
stop ex- 


merited. Do not be with a 


balanced budget: we must 
cessive spending. Actualy, I can think 
of no other major problem as vital to 
the 


the fight against inflation in the six- 


us and interests we represent as 


ties. Right along this same line, I 
recently read in a house organ of 
nation-wide coverage that builders 


should be thankful Congress refused 
to permit the raising of the bond rate 
ceiling. Such a proposal, the article 
went on to say, was most dangerous 
future market for 


to the mortgages. 


Despite what has happened recently, 


dogma 


such a statement is hardly 


? 


When 

1 write 
Blue Chip 
business 
am | 
getting 
Blue Chip 
returns? 










Have we so soon forgotten what hap- 
pened to savings bank deposits when 
the so-called Magic Fives were is- 
sued? Who is to say there won’t be 
more of them if the government isn’t 
permitted to issue long-term bonds at 
interest fixed at the market- 
place? 


rates 


> Continue to press for the unfreez- 
ing of interest rates on FHA’s in par- 
ticular, and—I hate to say this—put 
the blame where it belongs. As long 
as the FHA interest rate is below 6 
per cent, it belongs right at the door- 
step of the Housing Administration. 
“Too little and too late” has been the 
theme song “too often and too long.” 
Sure, Congress may ruffle its feathers 
and maybe cackle a little, but it’s the 
cackling hen that often lays a fresh 
egg. Interest rates will find their true 
levels, if given half a chance; pious 
mouthings about exorbitant discounts 
would soon cease, and, incidentally, 
you might find your investors display- 
ing a new interest in FHA mortgages. 

There is nothing new in any of 
these recommendations. You have 
heard them in one another 
many times before, but perhaps the 


form or 


GREATER 
PROFIT! 


hy not find out? — 


ARAMOUNT | 
UNDERWRITERS ees 


A Department of Pacific National Fire Insurance Company 
Member of the Transamerica Insurance Group 
San Francisce, Calif. + Philadelphia, Pa. + Skokie, I!!. + Atianta,Ga. + Dailas. Tex. 
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time has come when some of them 
should be more urgently pursued. 


I do not want to leave the impres- 
sion that what I have said represents 
the thinking of the insurance fra- 
ternity. As I prepared these observa- 
tions, I sought the views of seven men 
in the industry for whom I have the 
highest personal and professional re- 
gard. As should be the case, there 
was no complete agreement on any of 
the several questions I put to them. 
Actually, and this may be good news 
to you, three of them were consid- 
erably less bearish about residential 
lending than I. One of them, in par- 
ticular, not affiliated with any one 
company but who can speak authori- 
tatively about all of them, predicts a 
substantial flow of insurance funds to 
residential loans in the sixties. Re- 
gardless of agreement or differences, 
their views were most helpful to me. 

One other hopeful sign is that there 
seems to be an awakening in the life 
insurance industry that it has an at- 
tractive investment to offer the pub- 
lic. Our own president, Roger Hull, 
in a recent talk, chided the industry 
that too many people were being ad- 
vised to buy term insurance which 
provides only temporary coverage and 
“invest the rest.” He pointed out that 
today a whole life policy not only 
furnishes immediate protection but, 
over the long run, is a first-rate in- 
vestment comparing most favorably 
with any other non-speculative invest- 
ment. If this drive is successful—and 
I believe it will be—I think you may 
again see the life insurance industry’s 
annual growth compare favorably 
with other savings groups. This, in 
turn, could mean more money to in- 


] 


vest. 

I hope all this does not sound too 
pessimistic. Frankly, I was tempted to 
tone it down but if we are going to 
lick the problems facing us we must 
recognize them for what they are. 
Actually, to my way of thinking, they 
are not problems—they are challenges. 

The prophet likes to be right; how- 
ever, I sincerely hope that the points 
I have raised will not be as serious as 
they appear to me now. Collectively, 
we have every reason to be proud of 
our contributions to the overall suc- 
cess of the institutions we represent. 
The mortgage business is our life 
blood. For me, I have loved every 
minute of it; its problems, its ten- 





sions, and, above all, my association 
with the mortgage men of America. 
Together, we can and shall meet the 
challenge if we only remember that 
“what is worthwhile is worth fighting 
for.” 


MORTGAGE MANAGEMENT 
(Continued from page 35) 


or competition. The mortgage banker 
must seek new markets, new methods 
and new techniques regardless of busi- 
ness conditions. 

» Promote and inspire leadership 
and stimulate participation by which 
members of the team are made to feel 
that they are members of a team. 
They must be made to feel a sense of 
responsibility, belongingness and par- 
ticipation. And, of course, rewards 
must be in line with accomplishments. 

Establish long range plans. In 
general, employees both on the man- 
agement team as well as in the staff, 
must see the road ahead in terms of 
long range objectives, seeing them- 
selves, their jobs and the company as 
a whole. 

The mortgage banking organization 
which fully recognizes the significance 
of these responsibilities, which prac- 
tices the policies set forth above, in 
short, which is conscious of its ad- 
ministrative needs and thus has an 
administrator who is constantly on top 
of these matters will develop a team. 

Investors who have bought millions 
of dollars worth of loans, and who 
may not be in the market for loans 
today, or are buying today only lim- 
ited quantities, are looking for such 
teams to take care of their invest- 
ments. When money will again be 
plentiful the very same investors which 
closely watched the internal develop- 


ment of the mortgage banking organ- 
izations wil! more likely return to a 
well administered team than to a 
mortgage banker who only sells loans 
and does not have an organization 
that will back up its sales and service 


FROM FHA’S RECORDS 

(Continued from page 14) 
with an insured mortgage of $13,293, 
which represented 93.5 per cent of 
estimated value. In 1958, the typical 
loan-value ratio was 91.5 per cent and 
the typical mortgage amount was 
$12,697. The average term of repay- 
ment lengthened from 27.3 years in 
1958 to 28.8 in 1959. 

Not quite so many new FHA homes 
had garage facilities in 1959—70.9 
per cent, compared to 72.7 per cent 
the year before. The calculated area 
of the 1959 home—1,095 square feet 
—was about the same as in 1958, and 
in both years the typical new home 
had 6 rooms with 34% bedrooms. 

Typical mortgage payment in 1959 
was $98.08—about two dollars above 
1958. Monthly housing expense was 
estimated at $123.21, and the ratio 
of housing expense to income aver- 
aged 20.5 per cent, whereas in 1958 
they were $120.87 and 20.4 per cent 
respectively. 

Similar trends were evident for ex- 
isting-home transactions. FHA val- 
ued the typical existing home at 
$12,914 in 1959—$136 more than in 
1958. The typical mortgage on an 
existing home was $11,755, represent- 
ing 92 per cent of value. The loan 
was made for a term of 25.1 years 
and called for monthly payments of 
$91.66, with monthly housing ex- 
pense estimated at $116.26, or 20.1 
per cent of the buyer’s income, which, 








F. H. A. and V. A. Mortgages Sold 
New Servicing Accounts Established 


Exclusive Representation 


typically, was $6,575. 





200 East 36th Street 


FRANK McREDMOND 


New York 16, New York 
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People : 


Reese G. Jones has been named 
vice president of The Summit Mort- 
gage Co. in Akron. He has been as- 
sociated with the Company for the 
cashier 


past three years as assistant 


and treasurer. He is cur- 


the School of 


assistant 
rently a student in 
Mortgage Banking 


Philip S. Bowie, vice president, G. 
Calvert Bowie, Inc., Washington, D. 
C., was elected to membership in the 
American Institute of Real Estate 
Appraisers. He has been in the mort- 
gage business since 1946 and is an as- 
sociate governor at large of MBA. 


Two executive assignments 
were announced by Irving Rose, presi- 
dent, Advance Mortgage Corporation. 
Peter H. Belanger was named De- 
troit area conventional residential 
mortgage manager. Gerald J. Van 
Norden was appointed an assistant 
vice president in the FHA mortgage 


new 


placement department. 





P. H. Belanger 


G. J. Van Norden 


Belanger, a graduate of MBA’s 
School of Mortgage Banking, 
viously was in charge of conventional 


pre- 


mortgage origination and processing 
at James R. Johnson Co., Detroit. 
Van Norden, previously a representa- 
tive of Connecticut Mutual, will as- 
sist executive vice president Sidney 
Kaye in the sale of FHA and VA 
mortgages to insurance companies and 
banks, for all offices of Ad- 
vance Mortgage Corporation. He is 
a former Navy pilot and public in- 
formation officer. 


seven 
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: Events 
: Places : 


Hubbard Sherry has joined Lon 
Worth Crow Company, Miami, as 
manager of the FHA-VA department. 
He came to Miami from Columbus, 
Ohio, where he 
was vice president 
and general man- 
ager of Central 
Ohio First Mort- 
gage Company 
He is a graduate 


y of Ohio State 
University and 
fl served with the 


Marine Corps in 
World War II. He 
is past president of Society of Resi- 
dential Appraisers, Chapter 110. 


Hubbard Sherry 


Walter C. Nelson, immediate past 
president of MBA and president, the 
Eberhardt Company, Minneapolis, 
has elected a trustee of the 
Farmers & Me- 
chanics Savings 
Bank of Minne- 
apolis, largest mu- 
tual savings bank 
in the midwest. 
Since completing 
his term as MBA’s 
president, which 
was preceded by 
an almost equally 
active year as vice 


been 


Walter C. Nelson 


president, he has assumed other re- 
sponsibilities as well and was recently 
elected director of the Title Insurance 
Company of Minnesota, the Minne- 
sota Blue Cross and the Apache 
Realty Corporation, which is a pub- 
licly owned realty organization. In 
the field of civic endeavor, in which 
he has long been prominent on many 
fronts, he is this year serving as a 
member of the Advisory Committee 
on the White House Conference on 
Aging. This White House Conference 
is likely to be one of the most im- 
portant efforts on the national front 
in connection with problems of our 
elderly citizens. Mr. Nelson is chair- 
man of the section which will deal 





with housing for the aging and it 
has already developed into a very 
busy activity, with a great many re- 
search studies under way. 

So, as far as MBA presidents go, 
it seems that when the work is com- 
pleted within the Association it doesn’t 
always mean a rest ahead—but rather 
just the reverse. 





PERSONNEL 


AND BUSINESS NEEDS 
In answering advertisements in this column, 
address letters to box number shown in care of 
The Mortgage Banker, 111 West Washington 
Street, Chicago 2, Illinois. 











Large, well established Mideastern mort- 
gage company seeks man about 40 years 
of age who has five or more years experi- 
ence in origination of commercial and 
apartment mortgages. The right man with 
management capabilities can earn good 
salary, bonus and stock option arrange- 
ment. Please write in complete detail. All 
replies held confidential. Our organization 
is aware of this ad. Write Box 651. 


2 MEN NEEDED BY 


Successful and fast growing Mortgage 
Company in Midwest 

1. Income loan man with minimum of 
two years experience in commercial and 
industrial loans to manage and develop 
department. 

2. Experienced residential man to sell 
loans, develop investor contact and work 
on special projects. Law graduate pre- 
ferred. 

Write resume and salary desired to Box 
655. 


Mortgage executive, early forties, expe- 
rienced all phases residential financing 
including F.H.A., G.I. and conventional. 
Processing, appraising, origination and 
sale of mortgages. Good lender contacts. 
Experience also covers commercial and in- 
dustrial financing, sales and management. 
Will consider minimum of $20,000 with 
chance for growth in aggressive company. 


Excellent recommendations furnished. 
Write Box 640. 
New England mortgage broker desires 


quality FHA and VA loan offerings from 
originating mortgagees. Have excellent re- 
lationship with New England banking and 
insurance institutions. Correspondence in- 


vited. Write Box 656. 


Mortgage salesman New England area 
wants affiliation with reputable mortgage 
banking company desiring experienced suc- 
cessful representation. Write Box 657. 


MINNESOTA TITLE means 


LIQUIDITY“ 


#5 eS 
se. Satie te 
* a: 








A copy of our 1959 Annual Report will be sent on request. 


. 
lr LIQUIDITY OF RESOURCES is one of 
the standards by which title companies are 
properly judged, then we feel Minnesota 
Title ranks high. 


The stocks and bonds that comprise our in- 
vestment portfolio represent America’s top 
industries from A (American Tobacco Com- 
pany) to W (Westinghouse Electric Corpo- 
ration). This diversification of investment 
is one way we provide maximum security 
for every policyholder. 

Liquidity . . . sound insuring practices. . 


eagerness to serve ... that’s Minnesota Title. 
May we serve you? 





400 Second Avenue South FEderal 8-8733 Minneapolis 1, Minnesota 
Capital, Surplus and Reserves in Excess of $4,500,000 
ARKANSAS FLORIDA GEORGIA KANSAS KENTUCKY LOUISIANA 
MINNESOTA MISSISSIPPI MISSOURI MONTANA NEBRASKA 
NORTH CAROLINA NORTH DAKOTA OHIO SOUTH CAROLINA 


SOUTH DAKOTA TENNESSEE UTAH WEST VIRGINIA WISCONSIN 
WYOMING 








In 1861 this type ship played an important part in 
the early day commerce of our country. It was in 1861, 
too, that Kansas City Title Insurance Company had its 
beginning. Today, with the facilities, financial strength 
and experience of nearly 100 years it plays an important 
part in mortgage transactions all over the country. 





Title Insurance... 


For smooth sailing in mortgage 


A Kansas City Title Insurance Company policy helps you 
sail smoothly around the delays and inconvenience of title 
tie-ups. It gives you speedier and more profitable mortgage 
transfers. It gives your customers the pre-determined title 
security they demand. 


Embark now on a more attractive mortgage transfer pro- 
gram for your investors and yourself. Call in a Kansas City 
Title agent today. 


“a; ” Capitol, Surplus and Reserves Exceed $6,000,000.00 
Since 1861 925 Weolnut, Kansas City 6, Missouri 





transactions 


Branch Offices: 

Baltimore, Maryland, 210 North 
Calvert St.; Little Rock, Arkansas, 
214 Lovisiana St.; Nashville, Tenn., 
S.W. Cor. 3rd & Union St.; Jack- 
son, Miss., 206 Medical Bidg., 518 
E. Capitol St.; Denver, Colo., 407 
Columbine Bidg., 1845 Sherman St. 
317-18 Southeastern Bidg., Greens- 
boro, N. C. 


Licensed in the following states: 
Alabama, Arkansas, Colorado, 
Delaware, Florida, Georgia, Indi- 
ana, Kansas, Louisiana, Maryland, 
Mississippi, Missouri, Montana, 
Nebraska, Nevada, N. Caroline, 
Ohio, S. Carolina, Tennessee, 
Texas, Utah, Virginia, Wisconsin, 
Wyoming, and the District of 
Columbia. 


Directory of Agencies furnished 
on request, 











